as BANKER, MARCH, 1937. 


MARCH 1937 2/6 


Ss 


BANKER 


Vol. XLI. No. 134 


Contents include 


THE BANKERS’ SPEECHES 
TRADERS’ CREDITS 
PAYING AND COLLECTING BANKER 


FINANCING STOCK ARBITRAGE 
By W. W. Syrett 


THE CHINESE BANKING SITUATION 
By H. C. G. SLATER 


BANKS AND FOREIGN EXCHANGE BROKERS 
By Pavut EINzIG 


LIFE ASSURANCE IN 1936 
By F. G. CULMER 


SOME WESTMINSTER BRANCHES 
By PRoFEssorR C. H. REILLY 


Ir: 


ST 
£5 3s. Od. per cent. 


at the current price of sub-units, is the return 
from cash dividends only which investors in 


SECURITY FIRST TRUST 


aeigaabiareas have received for the year ended February Ist, 1937. 
LLOYDS BANK This yield does not include an additional return of 
LIMITED are 10s. per cent. derived from the sale of rights, etc. 
Custodian Trustees The income distributed was derived from 23 first- 
of the underlying class companies representing some of the strongest 

securities. and soundest elements in the British industry. 


Write for free descriptive Booklet BA2, the basis of all transactions, to 
FIFTEEN MOORGATE UNIT TRUSTS LTD., 15 Moorgate, London, E.C.2. 
Members of the Unit Trusts Association. 
Branch Office: 7, PALL MALL, MANCHESTER, 2. 


UHUQQQUNOOUNOQNEOUGONOUNOQEOUOOUOQOOUEOSOQUOQOOUOOUEOOOQOQUOOUOONOQEOUUOUOQUOQUOUOOUEOOOUTE: 


Doremus 


iss 


NN 


| 


| 








PUTA H HT 


BLADES. EAST & BLAD 


= Established 1821. 


iS, Ltd. 


CITY OFFICES WORKS: 
17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
= LONDON, E.C.4 LONDON, E.C.2 
= Telephones : Mansion House 9681 (6 lines). Telephones : Clerkenwell 3636 (4 lines). 


= Telegrams : ‘* Identical, London.” 
BANKERS’ CHEQUE PRINTERS. 
BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


= PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, BANKS, 
ETC., AND STATIONERY FOR MECHANISED BOOKKEEPING A SPECIALITY 


PO TTTTTTUTTETTTTTLULTLUeULGLAUUEeeCeUUUUCTceUUUCULGeeeCOUCUULULHOeeeUUULUTCCUUUUUULLLUTOPPU OPPO P00 fre 


—T ' rin ' ren TTTATT TT TTTTTTTTTTITTTTTTTTTTTTTTTTTTTT TTT TTT 
HTT j 


STATE BANK OF THE USS. 
| MOSCOW 


Over 2,800 Branches 


= 





FOREIGN BANKING BUSINESS OF 
EVERY DESCRIPTION TRANSACTED 


PHOS SESE SEH HE EEE EESE EES EE SEES SES ES SSE SESTES EES 


AGENTS AND CORRESPONDENTS 
IN ALL PARTS OF THE WORLD 


. 
COOH EEE EE EOE EE SEE HEE EEE HE EEE T ESSE ES ESEEED 


CHIEF LONDON CORRESPONDENTS : 


BANK OF ENGLAND - LLOYDS BANK LIMITED 
MOSCOW NARODNY BANK LIMITED 











oF FRU UUU UCC CCOC CU UUCUU COU CU CEE U UC UU UU UCC UE VENT eee Ee Lee 


VOL. 


XLI 





Whos 


THE 


BANKER 


MARCH 1937 No. 


CAPT. EVAN CADOGAN ERIC SMITH, M.C 


ppointment as a Deputy-Chairman of the National Provincial Bank 
1s announced) 








214 THE BANKER 


A Banker’s Diary 


Mid-January—Mid-February 


Mr. CHAMBERLAIN’S announcement in the House of 
Commons on February 11 that a Bill would be introduced 
to authorise the Treasury to borrow, or 
The employ surpluses that would otherwise be 
Defence ee. , a ; 
Loan used for debt redemption, for defence 
expenditure up to £400 millions, has been 
a cause of much misgiving among those who thought 
that rearmament should be financed as far as_ possible 
out of revenue and not by borrowing. Uowever the 
White Paper that followed on February 16_ should 
make it clear that the rearmament programme 1s of a 
size that makes borrowing inevitable. It states that it 
must not be expected that defence expenditure over the 
next five years will be less than £1,500 millions. This 
means that in spite of the £400 millions to be borrowed, a 
vearly average of £220 millions will have to be raised by 
taxation, which is 480 millions more than last year’s total 
defence expenditure. The mind may rebel at the spending 
of such astronomic sums on weapons of destruction, but 
it must now be accepted as unavoidable. Armaments 
lose half their value if the policy behind them is obscure 
and one must hope that in the Parliamentary debate a 
clear statement will be made of the international policy 
to be implemented by the potential and not, it is to be 
hoped, the actual! use of these vast armaments. It 1s 
not simply the British population that must be defended, 
hut the whole of Western civilisation. 


Ox February 9 negotiations were opened in Berlin con- 

cerning the prolongation of the Standstill Agreements 

- between Germany and her creditors. These 

_ The, agreements date from 1931 and their an- 
Standstill is i AGO ; a 

: nual renewal has been more or less automa- 
Agreements ©. mag vs 

tic. Originally they covered debts totalling 

Rm. 6,300 millions, but the numerous devaluations of the 

last six years and the cutting of losses by certain creditors 

who have accepted registered marks at a discount of as 
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much as 50 per cent., have combined to lower this to 
about Rm. 950 ee. The annual service is not more 
than about Km. 27 millions. British creditors have on the 
whole preferred not to liquidate their investments at a 
loss, and accordingly the proportion of British funds has 
risen from 25 to 60 per cent., with the United States 
next with 30 per cent. _ Germany has an adverse balance 
with the United Stat es, but a favourable one with this 
country, and this export surplus, together with the free 
surplus under the Anglo-German Payments Agreement, 
is being used for Germany’ s imports of war materials. 
It was understood that for these reasons the British 
delegates were pressing for special treatment, in particular 
a I0 per cent. capital mepayenent, but the German 
resistance was evide ntly too strong as the agreement 

vhich was signed on February 20 contained no substantial 
alterations. The only significant changes were a cancella- 
tion of credit lines which have remained unavailed for 
three years, and the imposition of a license fee of 10s. 
for 100 registered marks issued, the amount of foreign 
exchange thus obtained going to reduce existing credit 
lines. From the point of view of British creditors, these 
are niggling concessions. The agreement will last for a 
year. 


Ir has been a quiet uneventiul month in the money 
market, and even the announcement of the Defence Loan 
The did not appreciably alter conditions except 

oF deco in so far as it accelerated the downward 
Market trend of gilt-edged securities. Its effects 
will come later when the actual borrowing 

begins. The main reason for the quiet conditions 
has been the dearth of Treasury bilis. The tender 
is always reduced at this time of year, as there is a 
surplus of revenue over expenditure and this surplus is 
employed for the redemption of Treasury bills. With a 
weekly tender of only £35 millions the price has inevitably 
been raised so that the average rate of discount has 
been only slightly better than the bank’s minimum 
rate of } per cent. for loans against bills. Moreover, 


9 


outside competition has been very heavy and on one 

occasion the market secured only 5 per cent. of the 

tender. The market has thus been unwilling to sell to 
R 
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the banks the few bills it has obtained. Seas has been 
slightly less easy during the month owing to the payment 
of the French credit, of which instalments of £8 millions 
have been paid over on each Friday. Rates have, 
however, remained unchanged. A passing stringency 
dev eloped on February 12, as not only was the French 
credit payment due, but also nearly all Treasury bills 
were being paid for on that day, owing to the fact that 
they fall due on May 12, Coronation day, and thus run 
an extra day. This was, however, only temporary, and 
conditions soon returned to normal. 





INTEREST has centred round the france during the last 
four weeks. The persistent weakness of the situation was 
revealed by the heavy forward discount 

The rather than the spot rate, which was firmly 
Position pegged at Irs. 105-15. There have always 

of France been rumours of a lowering of the peg to 
the bottom limit of 43 milligrammes, which 

corresponds to about Frs. 112 to the pound, but these 
grew in strength and it was clear at the end of January 
that the franc was facing another crisis. On Thursday, 
January 28, the French bank rate was raised from 2 to 
4 per cent., but it was less this than the rumours that 
the French Railways were obtaining a £50 millions credit 
in London, that gave the franc a momentary respite. 
The announcement of the loan came on Saturday, 
January 30. Surprise was caused by the fact that it was, 
only of £40 millions, the rate being 34 per cent., to be 
repaid before the end of the year. The security was, 
however, irreproachable. Not only did the Bank of 
France agree to hold gold or sterling balances to the 
value of £40 millions as long as the loan should run, but 
it arranged that should the French Treasury be unable, 
when the time came, to repay the whole of the sum, it 
would sell to it the requisite quantity of gold or sterling 
in francs. This made the security virtually watertight. 
Simultaneously there appeared signs that the policy 
of keeping the franc firmly pegged was being abandoned. 
The fixing of the rate had in effect played into the hands 
of the speculators as it limited their possible loss to the 
extent of the forward discount. With the announcement 
of the loan the franc strengthened appreciably, but 
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when the trend turned the other way again, the rate was 
allowed to slip slightly before being held. This new 
policy, which might have developed into a successful 
series of “‘ bear ’’ squeezes, was unfortunately nullified by 
the renewed pressure against the franc which made the 
holding of the rate all that was possible to the French 
Exchange Fund. The difficulties of M. Blum’s Govern- 
ment are such that the £40 millions credit can only be a 
temporary stop-gap, and the heavy “ bearing”’ of the 
franc suggests that the lowering of the peg to Frs. 112 
may well prove unavoidable. This will be unfortunate 
as so far there is very little reason to suppose that the 
franc is overvalued to anything like that extent. The 
internal price rise, though rapid, is accompanied by rises 
in other countries, and their relative disparity is not 
great. If, however, such a step resulted in the return of 
French capital to France then it would amply justify 
itself, but there is good reason to suppose that much the 
same result would be obtained by removing the penal 
tax on devaluation profits, accompanied by a resumption 
of gold buying at a price in accordance with existing 
exchange rates. It is of fundamental importance that 
French funds should be encouraged to return. A further 
measure of depreciation would upset other European 
currencies, now moderately stable, and could have no 
lasting effect on the French situation. 


APART from the franc, the foreign exchanges have on the 
whole been quiet, and movements in the rates have been 
small and of only temporary significance. 
The At the end of January there was a marked 
Foreign selling tendency in Swiss francs and Argen- 
Exchanges tine pesos. This is understood to have been 
due to demand from Germany, as the latest 
date for returning funds held abroad to Germany under 
the new penal law was February 1. The transactions were 
arranged through dollars and sterling so that the name 
of the Reichsbank did not appear anywhere. At the same 
time the Scandinavian currencies were showing con- 
siderable strength, the officially held rates being consist- 
ently bid. This is due to the prosperity of these countries, 
particularly where the timber and allied industries are 
concerned. The raising of the Norwegian bank rate 
R 2 
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from 33 to 4 per cent. must thus not be misinterpreted. 
This v as purely an internal measure, designed partly as 
a check to a Stock Exchange boom, but more as a stimu- 
lant to bank deposits, w hich had fallen drastically following 
their taxation by the Labour Government. This is now 
being remedied. On the whole the feature of the month 
has been the strength of the currencies recently devalued 
(excepting, of course, the franc) owing to the repatriation 
of capital. This strength is reflected in the premiums on 
the forward rates, and not in the spot rates which may 
temporarily weaken following purchases of foreign ex- 
change to cover the repatriation of funds. 


THERE was a decline in both imports and exports in 

January. Imports totalled £75-6 millions compared with 

£83-7 millions in December, and {70-0 

January Millions in greg 1936. Raw material 

Overseas imports were {0-4 millions lower than in 

Trade December and £3-3 millions higher than 

in January, 1930, the chief increases being 

in raw cotton and wool and hides and skins. British 

exports at {39-1 millions were {1-4 millions below 

December and £4-6 millions above January, 1936. Re- 

exports stood at {5-1 millions compared with {6-1 

millions in December and {4-3 millions in January, 
1936. The returns are summarised below :— 

Jan., 1936. Dec., 1936. on 1937. 


£ millions. {£ millions. £ millions. 
Imports .. ios 70°0 83°7 5°6 
Exports .. ies 34°5 40°5 38-1 
Re-exports on 4°3 6:1 5'I 
Total exports .. 38°8 46°6 44°2 


All the items thus show large advances over January 
of last year, but have slightly receded from the unusually 
high December figures. 


THE January returns of the eleven English clearing banks 

show that deposits have decreased for the first time 
since last March, and now stand at {2,307°2 

Clearing millions, compared with £2,315-4 millions 

Bank in December, and £2,164: 2 millions in 

Averages January, 1936. Cash has also fallen from 

£244-I millions in December to {237-7 

millions in January against {227-8 millions in January, 
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1936. Call and short loans amounted to {179-4 
millions, compared with {195-1 millions in December, 
and {£159°4 millions in January, 1936. Investments 
stood at £669-3 millions, compared with £659-8 millions 
in December, and {630-4 millions in January, 1936. 
Advances at £880-0 millions show a decrease of £4-6 mil- 
lions over December, but the February returns should 
show an increase following the transfer of the £40 millions 
French credit. Advances in January, 1936, were only 
{811-8 millions. 


A READER, Mr. Frank Plachy, writes as follows: “ I think 
Mr. Ralph Curtis, in his article on ‘ Paying Dividends,’ is 
a little too definite in his claims for the 
Paying punch card system. While Mr. Curtis has 
Dividends made an admirable case for a system of 
punched cards, nevertheless he must be 
aware of the fact that some quite large dividend jobs are 
being handled very successfully on other types of machine. 
Mr. Curtis also makes reference to what a sensational 
discovery it would be if a tabulator could print the 
amount in words as well as in figures. I am nota technical 
man, and therefore do not know what difficulties may be 
facing the tabulator people, but I do know that the 
problem has been solved by at least one make of another 
type of machine.” 


The Bankers’ Speeches 


HE speeches of the Bank Chairmen this year were, 

as regards outlook, remarkably similar. Every 
bank was able to look back on a year of accelerated 
recovery and enhanced profits, but almost without ex- 
ception the Chairmen included in their optimistic survey 
of 1936 a note of warning and advice. As in 1935 
recovery has been due almost entirely to domestic and 
not international demand. This, it was pointed out, not 
only sets a Jimit to the possible measure of recovery, but 
also lays the country open to serious disequilibria 
between different parts of the system, and between the 
country as a whole and the outside world. The Chairmen 
were unanimous in declaring that every effort should be 
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made to revive international trade. They welcomed the 
step in this direction which was made when France deval- 
ued the franc with the co-operation of Great Britain and 
the United States. The remarks of Lord Wardington at 
the meeting of Lloyds Bank, expressed this very clearly :— 


The tripartite exchange agreement effected in September between 
ourselves, the United States and France, raised our hopes that it 
would prove a first and most important step in the direction of a 
greater freedom of movement of goods between all nations. Not only 
was it the first practical attempt between three of the leading nations 
of the world to obtain that co-operation in the economic sphere which 
we are so earnestly anxious to achieve in the political, but it was 
legitimate to hope that it would have a highly beneficial effect on the 
general international psychology. 


Mr. McKenna, at the Midland Bank meeting, expressed 
a similar view :— 

Internationally, the most striking occurrence was the devaluation 
of the European gold currencies. By this operation, after years of 
earnest but unavailing deflationary effort, the remaining gold bloc 
countries found relief from the over-valuation of their exchanges. They 
were supported by an international understanding that Great Britain, 
the United States and France would in future use all available means 
for keeping the currencies of the three countries approximately stable 
in terms of each other. 

This understanding marks a notable advance in monetary manage- 
ment. For the time being it is admittedly no more than an emergency 
measure which can be abandoned by any participant at very short 
notice, may at any time be revised, and embodies general principles 
rather than specific obligations. Nevertheless it has had the immediate 
effect of removing some of the uncertainty surrounding rates of 
exchange, and may pave the way to more permanent arrangements 
for stabilising currency relations. Already the invitation to participate 
in it has been accepted by three other countries, and it is not too much 
to hope that the tentative French and Dutch steps associated with it 
may lead to some general lowering of tariff barriers. 


Mr. Edwin Fisher, in his first address to Barclays 
Bank meeting in the capacity of Chairman, went deeper 
into the question and brought out the psychological 
factors that govern the international situation :— 


The cause of a large part of the world’s present difficulties is un- 
certainty and fear for the future. As this uncertainty has extended 
from the economic to the political sphere, nations have withdrawn 
more closely behind their own frontiers. Fears of currency instability, 
fears of industrial competition and latterly political fears—all these 
have resulted in a network of restrictive measures that have only 
served to aggravate the problems to be solved. The more effective 
the trade barriers and the greater the expenditure on armaments, the 
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greater the burden on the people and the greater the spirit of discontent 
and suspicion. 

What is needed is undoubtedly freer intercourse between nations so 
that goods, money and people can move with reasonable ease from 
country to country. Trade barriers must be relaxed ; an international 
monetary system, based upon sound foundations, must be restored. 
Spasmodic gestures are insufficient; there must be continuous co- 
operative action involving a more accommodating spirit in the relation- 
ships between countries and determination so to conduct their internal 
affairs as to promote confidence abroad. <A resumption of foreign 
lending, when conditions are favourable, would also be of assistance 
in reviving international trade, but the test which we apply to our 
domestic loans, namely, the ability to repay, must be kept well in 
view. Credits granted should be only for the purpose of financing 
remunerative development, so that the use to which the money is put 
will provide the interest and redemption payments on the loan, and 
not have the effect of merely imposing an additional burden upon the 
borrower. 

This urging of a resumption of foreign lending was 
echoed by Mr. Orme, in his speech at the meeting of 
Martins Bank. 

The crowning incident in our recovery would undoubtedly be the 
resumption of foreign lending, signalising, as it would, the return of 
confidence in foreign affairs, but with existing unsettled conditions 
abroad, achievement of this appears impracticable at the moment. 
Nevertheless, encouraging returns from Canada, Australia, Africa, 
Scandinavia, the Argentine, and other quarters, give indications of 
improvement which may have far-reaching effects upon international 
trade, and even lead, along with the stabilisation of currencies, to the 
recommencement of international lending, formerly one of Great 
Britain’s main contributions to world progress, and the foundation 
of her own prosperity. 


This absence of normal international lending, com- 
bined with the growing adverse visible balance of trade, 
has caused considerable misgivings as to the position of 
sterling, but Mr. McKenna was reassuring on this point :— 


In the long run, the surest indication of the trend of the balance of 
international payments is a decided tendency of the exchange value 
of the pound to move up or down. The course of the true exchange 
value of sterling is difficult to trace under present conditions, for the 
situation is obscured by heavy capital movements one way or the other 
and by official intervention in the market. We do know, however, 
that the Exchange Equalisation Account has bought large quantities 
of gold in the past year, and it seems unlikely that these purchases have 
been made entirely against foreign demands for sterling on capital 
account. If the balance of payments were running against us the 
exchange value of the pound would tend to decline, and, in the absence 
of offsetting capital movements, exchange equilibrium could be main- 
tained only by official purchases of sterling. The fact that the trend 














of operations over a number of years appears to have been the other 
way indicates that no lasting weakness has thus far developed in our 
balance of international payments. 


Further support for this argument came from Mr. 
Colin Campbell, at the National Provincial Bank meeting, 
who explained the position in some detail :— 


As you will doubtless have seen, our total imports were valued at 
£849,000,000 and our total exports at £501,000,000, leaving a difference 
of £348,000,000, which is {73,000,000 greater than in 1935. The 
adverse balance on trade in merchandise, our visible trade as it is 
called, has been a normal feature of our account with the rest of the 
world for many generations. Against it we can always set a balance 
on the right side in what is known as our “ invisible’ trade, thanks 
mainly to the earnings of our merchant ships, sundry commissions, 
and the amounts due to our investors on account of interest and 
dividends on capital invested all over the world. There was a time 
when these invisible exports not only covered the adverse visible 
balance, but left us with a surplus estimated at something like 
£200,000,000 for purposes of further investment abroad. In recent 
years, owing to shipping depression and the prices of commodities, 
which drove our debtors into partial or complete default and reduced 
the profits of capital invested abroad, this balance in our favour has 
shrunk seriously, so much so that in 1934, according to official estimates, 
it had turned into a small debit balance and in 1935 it was only 
£37,000,000 on the right side. 

It must be remembered that the official figures, the result of careful 
inquiry, are necessarily based very largely on estimates. Neverthe- 
less, in view of this figure for 1935, the large increase in our visible 
imports, as compared with that of exports, during 1936, has naturally 
caused a certain amount of uneasiness, since it is generally assumed 
that the improvement in the value of our invisible exports cannot be 
sufficient to counterbalance it. This improvement, however, must 
certainly be substantial, for the rise in commodity prices, which is to 
some extent responsible for the higher value of visible imports, must 
also have brought a good addition to the profits of the many British 
companies and enterprises working overseas and must also have enabled 
those debtor countries, whose exchange position is chiefly influenced 
by exports of primary commodities, to meet their debt charges more 

easily and fully. In addition to this, the higher rates of freight lately 

earned by our shipping companies will surely be found to have shown 
a considerable increase in this item in our balance-sheet, so that 
altogether the balance ought not to be far on the wrong side. More- 
over, the improvement in these sources of overseas income has only 
appeared lately and may fairly be expected to continue during the 
present year, and any fear that we are living on our capital to any 
great extent can easily be exaggerated. The balance of payments 
may still be slightly on the wrong side, but we can surely hope that 
before long these invisible exports will increase to an extent sufficient 
to produce a balance on the right side, and that foreign lending to good 
borrowers will be rendered easier than is the case at present. 
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Turning from the international to the domestic 
situation, the Chairmen found much that gave cause for 
satisfaction, but also numerous elements which might 
tend to impede a steady economic development. 

Mr. Beckett, Chairman of the Westminster Bank, 
briefly summed up the progress made last year :--- 


There is abundant evidence of rapid progress last year in British 
industry, which derived its main stimulus from the internal market. 
Industrial production has been on an appreciably larger scale than in 
1935, and it is particularly gratifying that in all the branches of industry 
included in the Board of Trade’s calculations some advance has been 
registered. The number of unemployed in Great Britain has fallen by 
some 240,000, and the number of workers in employment has grown 
steadily to the record figure of 11,132,000. In addition, short time 
has become much less prevalent, wage rates have risen, and industrial 
disputes have been comparatively few and without serious consequence. 
The movements of statistics relating to railway traffics, bank clearings, 
currency notes in circulation, new capital issues, and retail sales, 
indicate without exception a greater degree of prosperity than has been 
experienced for a number of years. 


He went on to point out the remarkable improve- 
ment in the iron and steel trades, and the somewhat 
slower recovery of the shipbuilding industry. He laid 
particular stress on the rise in commodity prices :— 


By far the most important happening in the economic sphere during 
the past year has been the sustained rise of commodity prices. In my 
address to you a year ago, I took occasion to comment on the remark- 
able stability of prices in this country since our suspension of the gold 
standard in 1931, contrasting our experience in this respect with those 
of certain other leading countries, where the range of prices had been 
far more considerable. Since I made my remarks, we have witnessed 
an advance in prices which has proceeded month by month at an 
accelerating pace, and wholesale prices to-day, as measured by the 
Board of Trade, are some ro per cent. higher than they were a year ago, 
and 14} per cent. higher than in July, 1935, when the movement began. 
The significance of this increase lies in its uninterrupted course and in 
the fact that it represents the first considerable rise of prices in this 
country since the low levels associated with the depression. 


In this, however, there lies a danger, but Mr. Beckett 
expressed the view of several other Chairmen when he 
declared that there was not as yet anything like a runaway 
boom :-— : 

A rise of prices from the recent abnormally low levels, though it 
may be detrimental to a few, confers undoubted benefit on the com- 
munity as a whole. But it is accompanied by dangers, and it is 
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important that we should profit by the lessons of the past if harmful 
effects are to be avoided. The prices of certain commodities have 
recently shown a tendency to rise more abruptly than is justified by 
their statistical positions, and these advances have been accompanied 
by sharp rises in certain shares on the Stock Exchange, rises which 
over-discount prospective yields for a long time ahead. It is in the 
liability of such a movement to get out of hand that danger lies. 

There are, fortunately, some respects at least in which the present 
situation differs from those which have succeeded previous depressions. 
I see no convincing evidence that a boom is vet developing. Prices so 
far have not risen unduly, profiteering is not rife, and there is no 
shortage of commodities such as has been associated with booms in the 
past. Credit remains plentiful and cheap, and company flotations 
and capital operations are subject to much closer scrutiny than ever 
before. 


Speculation is actively discouraged by the banks, and 
Mr. McKenna quoted statistics to show that loans to the 
Stock Exchange, which are an accurate indication of 
speculative activity, are still well below what may be 
called a normal level. 

The growth of advances in general during 1936 is of 
interest, not only because they are the most important 
active item on a bank’s balance-sheet, but also because 
an analysis of them reveals the manner in which trade, 
or a section of it, is being financed. Two of the Chairmen, 
Lord Wardington and Mr. Edwin Fisher, included in their 
speeches tables analysing the distribution of advances 
among different categories of borrowers. Mr. Edwin 
Fisher first gave a broad classification of the distribution 
of all loans, which can be tabularised thus :— 


PERCENTAGE OF TOTAL LOANS. 


End End 

October, November, 
1935. 1936. 

Loans to— py A 

Productive industry 32°7 31°8 
Professional and private 35°7 34°0 
Farmers .. ‘ 7°9 71 
Builders, etc. 7°5 8-8 
Financial companies 4°9 7°5 
Merchants, etc. .. 2°6 3°5 


His other table is an analysis of the item “‘ advances to 
professional and private individuals ’’ made by Barclays 


Bank in 1936. 
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BARCLAYS BANK. 
ADVANCES TO PROFESSIONAL AND PRIVATE INDIVIDUALS. 
Per cent. Number 


Amount. of Total of 
Advances. Customers. 








£ 

1. For land purchase and/or for 

buying houses ws -. 17,408,429 Io! 16,682 
2. For investment in stocks and 

shares os i »» 9,025,189 5°6 5,867 
3. Miscellaneous : 

(a) Accountants... i 691,106 “4 1,535 

(6) Architects, auctioneers, 

estate agents, surveyors, 

consulting engineers .. 2,296,249 I°3 2,627 

(c) Army and navy officers 

and clergymen... - 502 297 3 2,365 


(d) Company directors, com- 

mercial travellers, mana- 

gers, promoters,  secre- 

taries, salaried officials 

and clerks—Bank, civil 

service, insurance, etc. .. 8,535,758 4°9 22,151 
(e) Medical, — Doctors, den- 

tists, surgeons, chemists, 

nurses, medical clinics, 

nursing homes, pathological 

experts, radiologists, veter- 

inary surgeons, etc. -. 2,523,274 I°5 4,714 
(f) Solicitors and barristers 2,041,838 I°2 2,186 


(g) Teachers, schoolmasters, 
schoolmistresses, examiners, 
tutors, lecturers, etc. 426,394 *2 2,917 
(h) Private, independent and 
retired business and pro- 
fessional people, married 


women, spinsters and 
widows, etc. - .. 11,502,924 6°7 44,481 
Other employments -. 3,109,252 1-8 12,381 
58,662,710 34°0 117,917 


Lord Wardington’s table shows the advances granted 
by all the clearing banks, comparing figures obtained 
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between October, 1929, and March, 1930, with figures for 
October 31st, 1936, the latest available :— 


CLEARING BANKS’ 


1. Textiles (cotton, wool, silk, linen, jute) 

2. Heavy industries (iron, steel, engineer- 
ing and shipbuilding) 

Agriculture and fishing 


3: . 

4. Mining and quarryi ng (inclu ding coal). 

5. Food, drink and tobacco 

6. Leather, rubber and chemicals 

7. Shipping and transport (including rail- 
ways) hit 

8. Building trades .. 

ga. Miscellaneous trades 


gB. Retail trades 


10. Local government authorities and 
public utility companies (excluding 
railways) a oe is ea 

1r. Amusements, clubs, churches, chari- 
ties, etc. ii a aa ‘5 

12. Financial (including banks and 


building societies) 
13. Other advances 


CLASSIFIED 


ADVANCES. 
1929-30 
£ 
81,632,371 


62,962,675 
68,630,440 
30,003,471 

63,177,889 
21,969,050 


25,176,565 
47,824,549 
146,496,288 


Oct. 31, 
1930 
£ 
39,929,997 


40,681,469 
57,057,404 
18,091,024 
29,403,403 
12,593,550 


23,167,305 


61 m, 47, 687 
67,367,142 


60,060,190 
50,397,983 
49,459,790 


109,554,025 
258,542,153 


£987,711,344 £869,453,12 


The two latter tables are in many ways comple- 


mentary. 


Bank advances, however, 


have not expanded in 


proportion to the trade revival, a fact which has been a 


source of mystification to many people. 


briefly explained this :— 


Mr. 


McKenna 


Perhaps the most encouraging movement revealed by the balance 








sheet is the further rise in advances, which are £12} millions higher on 
the year. This is a welcome development, common to all the banks, 
but we should be on our guard against the frequent assumption that it is 
entirely due to the increased requirements of more active industry and 
trade. To judge from our latest regular analysis of the advances on 
our books, little more than one-third of the rise over the year can be 
accounted for in this way; rather less than one-third is the result of 
further special loans to local authorities; and the balance consists of 
advances for private and professional purposes, largely to facilitate the 
greater volume of investment in real property. Nevertheless, it seems 
now that business advances proper have passed the low point, reached 
in 1935, and are definitely if slightly on the up-grade. 
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The failure of advances to rise along with the great expansion in 
the nation’s business is still a mystery to many people. The explana- 
tion, I think, is simple, and two years ago I mentioned the principal 
causes contributing to it. In order to arrive at some measure of their 
relative weight, however, the causes of the reductions between 1931 
and 1936 in a number of individual advances have been inquired into 
more closely. Only a relatively small sample could be examined, but 
the combined results are worth recording. They showed that the 
most important factors were new issues of capital resulting in repay- 
ment of bank indebtedness, and the association of formerly independent 
units in such a way that joint internal financing becomes practicable. 
These two processes alone seem to have accounted for perhaps as much 
as one-half of the net decline in our trade advances over the five-year 
period. Less important, though substantial, factors were improve- 
ment in the borrower's business, the substitution of non-banking 
accommodation for bank advances, and customers’ sales of securities 
for the purpose of repaying advances. The results of this inquiry 
justify the statement that industry has been enabled, through the 
monetary policy pursued by our authorities, to finance itself to a larger 
extent than formerly. Much as we may welcome this change when 
viewed in the light of long-term economic stability, it means that the 
earnings of banks on their most profitable assets have not recovered 
correspondingly with general business revival. 

As usual, the three Lancashire Bank Chairmen, Sir 
Noton Barclay, of the District Bank, Mr. E. B. Orme, of 
Martin’s Bank, and Mr. Dewhurst, of Williams Deacon’s 
Bank, all had something of interest to say concerning the 
special conditions prevailing in their part of the country. 
Cotton has revived, largely owing to domestic demand, 
but the export trade is held up by India’s declining 
purchases. Sir Noton Barclay explained the basis on 
which a new commercial agreement with India could be 
founded :— 

Negotiations are shortly to be initiated for a new commercial 
agreement with India, and in this connection the continued fall in our 
exports to that country is a factor which cannot be ignored. Owing 
to our large purchases we are in a particularly favourable position to 
bargain. Apart from any other imports from India, Lancashire last 
year increased her purchases of raw cotton from £3,493,548 to 
£5,004,291. The economic position of India is improving, and a larger 
demand for cotton and rayon goods, perhaps particularly the better 
qualities, may not unreasonably be looked for. In view of our 
contributions to Indian export trade we have a strong claim for terms 
which will allow us a fair share of their import trade. It is essential 
that everything possible should be done to arrest the grave decline in 
Lancashire’s exports to that country. 

A Spindle Board has been set up to purchase redundant 
spindles under the Cotton Spinning Industry Act, but 
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so far progress has been small, as the hopes of a continued 
recovery encourage the maintenance of existing manu- 
facturing power. Apart from this, Lancashire’s other 
trades are very favourably situated. Mr. Orme showed 
how shipbuilding on Merseyside,as elsewhere, has recovered 
partly owing to rearmament, and of course the boom in 
the engineering trade is by no means confined to the 
Lancashire district. The rise in commodity prices has 
favourably influenced Lancashire’s shipping trade, and 
Mr. Dewhurst was even able to report progress in the 
coal industry. Sir Noton Barclay drew attention to the 
new industries that were springing up, particularly in 
East Lancashire. 

Altogether, the tone of the Bankers’ Speeches was 
justifiably optimistic, but they all included more than 
one note of warning. Prosperity is very far from being 
taken for granted, both on economic and political grounds. 
In view of the enormous importance of the rearmament 
programme, it was a little disappointing that only one 
chairman, Mr. Beckett, made clear his opinion as to how 
it should be financed. 

With other nations rearming at a feverish pace, we have, after long 
delay and with great reluctance, been forced to strengthen our own 
defences, and accept an armaments bill as an inevitable and distasteful 
necessity. Not by any means the least important factor in our progress 
has been the background of a sound budget. We faced the difficulties 
of the situation in 1931, shouldered heavy burdens, and came success- 
fully through to a balanced budget, and since then we have not looked 
back. Our country is still one of the very few which manages to 
balance income and expenditure, and this situation is of such funda- 
mental importance, both for our own self-esteem and as a visible sign 
to the outside world of our determination to be rooted in stability, that 
we must again be prepared for sacrifice. So far as it is possible, 
therefore, the bill for armaments should be met out of current revenue. 
We must be prepared to face heavier taxation, with this consolation— 
that the country is in a far better position now to bear an added burden 
than it has been for a number of years past. 


Though it is not in any way the duty of a banker to 
give political advice, yet the opinions of the Bank Chair- 
men, backed as they are by a wealth of practical experi- 
ence, would have been of great value in assisting the 
ordinary person to obtain a clear view of a problem which 
will continue to be of utmost importance in internal 
affairs for the next few years. 
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Traders’ Credits 


By a Correspondent 


T would not be rash to suppose that the title of this 
|: article may conjure up in the minds of more than a 
few hardened practitioners in the art of banking the 
erroneous conception of some form of Banker’s Com- 
mercial Credit ; yet, as many of the banking fraternity are 
aware, the term “ Traders’ Credit ”’ stands for something 
wholly different, which has lately become, for better or 
for worse, an important branch of banking activity. 
‘Traders’ Credits’’ have crept into being almost 
unnoticed within the last seven years. They are nothing 
more than an arrangement by which a debtor settles his 
accounts by requesting his banker to pay a required sum 
to his creditor’s banker w hile the latter in turn passes the 
amount to his customer’s credit. Probably from a 
chance discovery that it is a simpie matter for a debtor to 
request his banker to make several payments to his credi- 
tors with accounts at the same branch of a joint-stock 
bank, the practice has developed to a point at which 
bankers are now called upon to make payments under a 
single request to other bankers as well. Statistical 
evidence is lacking in support of an impression that the 
practice is growing steadily as the facility is becoming 
more Ww idely known. A similar development has oc- 
curred over a longer period with the standing order to 
which, in a sense, the ¢vaders’ credit is complementary. 

The procedure is as follows. A customer desirous 
of settling his accounts compiles a list of his creditors 
with the amount to be paid to each. He also completes 
the requisite number of credit notes (as they are des- 
cribed by some of the banks) setting out on each the 
creditor’s name, his bank and the branch where his 
account is domiciled, with the amount which is to be paid 
to him. These he hands to his banker, who sorts them 
under the headings of the various recipient bankers and 
lists them conveniently with his usual standing orders. 
They are then credited to the Head Office and debited to 
the customer in one total. The Head Office aggregates 
the credits for each bank and sends the actual credit notes 
covered by banker’s payments to the Head Offices of the 
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various recipient banks. The respective Head Offices 
distribute the credit notes to their appropriate branches, 
who debit their Head Offices to the credit of the customers 
concerned. Here a novel point should be noted that 
payments by this method, as distinct from normal pay- 
ments between customers of banks, do not pass through the 
Clearing House in detail. The Clearing House is concerned 
with one article only, which is a banker's payment covering 
each series of payments only, while the actual individual 
articles themselves are passed from Head Office to Head 
Office by messenger, or, where necessary, by post. It is 
in this way that additional expense is incurred by the 
banks, and, moreover, expense of the very kind that the 
clearing system was designed to obviate. 

The repre Se offered by the system from the point 
of view of the debtor are that several creditors may be paid 
on the strength of one cheque or letter handed to the 
banker with a mere statement detailing his creditors and 
the amount to be paid to each, together with the necessary 
credit notes. By this process he is saved not only labour, 
but stationery, cost of postage and the twopenny stamp 
duty on each additional cheque which otherwise he would 
have been obliged to draw. The legal aspect of the 
practice is highly important from the point of view of the 
debtor, and bankers would do well to take into account 
that the position is far from defined. When a debtor 
settles his account with the remittance of a cheque the 
creditor receipts the account and returns it to the debtor, 
who holds the receipt as clear evidence that he has 
discharged his debt. The creditor has evidence that he 
has received payment and the banker’s legal responsi- 
bilities regarding the instrument of payment are laid 
down in the Bills of Exchange Act of 1882 

With Zyvaders’ Credits no legal decision has so far 
brought to light the disadvantage of lack of evidence that 
the debtor has paid his account, for ne can produce 
neither receipt nor paid cheque for his auditor’s inspec- 
tion ; evidence of payment is nothing more than an entry 
in his Pass Book, which is scarcely satisfactory if it 
covers a variety of payments. Thus in the event of a 
dispute between debtor and creditor, since the remitting 
banker is acting as an agent for reward, the onus will fall 
upon him to prove that the amount has been paid. In 
many cases proof will be difficult when not only does the 
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entry in the ledger cover several payments but the credit 
notes bearing the full particulars have passed through the 
head office of the remitting banker to the recipient banks. 
Hence proof that payment has been made will put a 
defendant to the expense of a subpcena for the production 
of the books of the payee’s bankers. It may be questioned 
whether a judge would accept this as good proof by the 
remitting banker that he had paid over the amount and 
it is more than conceivable that many a judge would 
disallow the costs incurred through failure to produce a 
stamped receipt. So much then from the point of view 
of the debtor and the legal aspect as affecting his banker. 

The position of the creditor is that he enjoys the advan- 
tage of receiving payment due to him direct to his account 
without the trouble and delay involved in sending in 
cheques for collection and the risk that they may be dis- 
honoured. He is also spared, or rather in practice spares 
himself, the necessity of issuing receipts, thus saving 
labour, stationery and stamps. It is not surprising, there- 
fore, that in some parts of the country the use of Tvaders’ 
Credits is popular and is likely to be more so so long as the 
banks are ready to undertake the work for a moderate 
charge, for, as with every other form of service, the extent 
to which it is used must depend upon its cost. 

We may now examine more specifically the merits 
or otherwise of this new system, from the bankers’ point 
of view. It is probable that at the branches of the joint- 
stock banks it does not involve much, if any, additional 
work. The debtor prepares the forms and the branch 
bank posts one debit only against the customer in its 
ledgers instead of perhaps as many as fifty. When it 
receives payments, it is true that detailed credits must be 
posted, but the relative sum total is claimed in one amount 
from the Head Office and thus the labour entailed in 
collecting a number of cheques is reduced. It is upon the 
Head Offices that the burden falls, for special internal 
arrangements must be devised for dealing with these 
articles. In practice, however, it is probably found 
possible to pass such payments through the same channels 
through which flow the ever-growing stream of standing 
orders. As we have already seen, additional work falls 
upon the messenger staff but, on the whole, it is possible’ 
that the system, up to the present stage, does not add 
very materially to a banker’s duties when due allowance 
8 
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is made for the substitution of the collection and payment 
of cheques. Still increasing pressure upon the daily 
routine of banking through the granting of a special 
facility justifies appropriate charges against customers 
who take advantage of it. An inconvenient feature is 
that bank charges are generally assessed in relation to the 
amount of the ledger work involved, having due regard to 
the balance maintained, and unless this particular facility 
is separately costed in assessing bank charges, bank 
earnings must automatically fall through a decrease in 
the number of ledger entries. Such a consideration is 
not one which should be weighed against the merits of the 
system even from a banker’s standpoint, since it is always 
open to a banker to devise means of assessing the cost of 
work he performs by appropriate methods. 

So far as the Inland Revenue is concerned, there must 
be a loss which will be progressive in proportion to the 
development of the practice, in stamp duty on cheques, 
postage stamps and the poundage on money and postal 
orders. Up to now the effect upon the Revenue may not 
have been serious, but so competitive a means of transfer 
may well engage the attention of the authorities as time 
goes on. 

The most important consideration is whether the 
system really succeeds in affording the public a more 
economic means of bank transfer of certain payments than 
that of the cheque system which fro tanto it supplants. 

It is probably too early for a favourable answer to 
such a question to be given with any confidence. Up 
to the present stage, since the volume of work has not 
grown too large to be absorbed within working routine 
without serious inconvenience, and since no Hydra head 
of legal risk or dispute has emerged as yet, the practice 
may be regarded as having justified itself for the purpose 
of a large section of the banking public, if not with the 
banks themselves. But the test is yet to come with ex- 
tended use. It may be found as time goes on that the 
disadvantages of having to take the rough with the smooth 
prove too heavy a burden to be borne without the com- 
pensation of appropriate charges, and the question will 
arise as to whether charges arrived at by precise costing 
will render such means of payment in the last resort 
uneconomic. 
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Both Paying and Collecting Banker 


By a Correspondent 


Tu case of the Carpenters’ Company v. The British 
Mutual Banking Company Limited is, as the 
learned Judge who tried it said last December, an 

interesting one. It is interesting to bankers because the 
decision means that where the transactions of payment 
and collection take place in the same office, a banker who 
is both the payer and collector of the same cheque may 
escape liability for conversion in collecting on the ground 
that he paid in the ordinary course of business. This 
may seem to many a somewhat startling proposition, 
because it relieves, from what would otherwise be an 
undoubted liability, a banker who happens to pay and 
collect at the same office, who happens, in other words, 
to have at the same office the accounts both of the drawer 
and the person paying in. 

It is not easy to see why a banker acting in a dual 
capacity should be entitled to treat two transactions as 
if they were only one. He is engaged in two distinct 
operations, in each of which he is under a duty, in the 
first case to the true owner, and in the second to his 
customer, the drawer. He is thus running two risks, 
and under the Bills of Exchange Acts, he is offered a 
special protection against one, when he pays, and another, 
quite distinct, protection against the other, when he 
collects. He may claim protection in both cases or in 
either; but surely he may also lose in both cases or in 
either ? 

The facts material for the present purpose are simple. 
The Carpenters’ Company kept with the defendant bank 
a trust account called the Rustington Home Account. 
B was the secretary to the Company’s committee which 
administered the trust, and B also had an account with 
the defendant bank. Over a large number of years B 
procured the proper drawing of cheques by the plaintiffs, 
in favour, generally, of persons who had supplied goods 
to the Home. These cheques he endorsed in the name 
of the payees and paid into his own account. Incidentally, 
the defendants pleaded the Statute of Limitations in 
regard to cheques totalling more than half the sum 

82 
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misappropriated. The cheques forming the subject of the 
action were crossed. 

The plaintiffs’ action, it is important to keep in mind, 
was for conversion of the cheques and proceeds thereof ; 
they did not claim that the bank had not discharged their 
mandate to pay, but that the bank had collected the 
cheques for someone who had no title to them, and that 
it had been negligent. They claimed as true owners, not 
as mandants. 

The defences were s.60 of the Bills of Exchange Act, 
1882, and s.19 of the Stamp Act, 1853; and alternatively, 
s.82 of the Bills of Exchange Act—in other words, that 
the payees of the cheques were fictitious and non- 
existing persons and that by s.7 of the Bills of Exchange 
Act, the cheques should be treated as payable to bearer; 
that they had paid the cheques in good faith and in the 
ordinary course of business; that the cheques purported 
to be endorsed by the person to whom they were made 
payable; that they (the plaintiffs) had received pay- 
ment of the (crossed) cheques for a customer in good faith 
and without negligence. The plaintiffs answered that 
the bank had been negligent in collecting ; that the Stamp 
Act had no application, havi ing been rendered inapplicable 
by s.60 of the Bills of Exchange Act; that payment had 
not been made in the ordinary course of business; that 
as the cheques were crossed s.60 did not apply and that 
s.79(2) governed the position. 

Let us take these one by one. The learned Judge had 
no difficulty in finding that the defendants were not 
entitled to plead s.82, as in fact they had not acted 
without negligence. It seems that the defendants sug- 
gested that inquiry might very likely have been made and 
an explanation received justifying the manager in con- 
tinuing to collect such cheques; but in the absence of 
proof, his Lordship felt that he could not assume this to 
be the case. The onus was on the defendants and they 
had not discharged it. 

On the point that s.1g of the Stamp Act, 1853, had 
no application, his Lordship found that he could not agree. 
He telt bound by the Court of Appeal decision in Bissell 
v. Fox and by the House of Lords in Capital and Counties 
Bank v. Gordon; the former Court held that the Stamp 
Act applied to a cheque and the latter did not rule out 
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such application. In this connection, the opposing 
views of Sir John Paget, Bart., K.C., given on page 
201 of the 4th edition of his “ Law of Banking,” are 
interesting :— 

“It would seem... that by the combined 
action of s.24 and s.60 of the Bills of Exchange Act, 
1882, s.1g of the Stamp Act, 1853, is impliedly 
repealed, so far as cheques are concerned. (cf. 
Gordon's case (1903) A.C., at p. 251). The two 
sections are so dissimilar that they cannot possibly 
co-exist with reference to the same subject matter, 
though they were treated as so co-existent in 
Bissell v. Fox, 53 L.T.N.S. 193.” 

Moreover, the learned Judge saw no reason to think that 
s.60 limited s.1g, in that the former contained words of 
limitation not found in the latter, requiring payment to 
be made in good faith and in the ordinary course of 
business. If he is correctly reported, he quoted Lord 
Lindley in Capital and Counties Bank v. Gordon, as of 
opinion that there was no real distinction to be drawn— 
and then went on to compare s.60 with s.82, finding that 
the words “ in the ordinary course of business ”’ could be 
construed as the same as “without negligence.”’ The 
reference in this respect is not clear. Passing to s.60, it 
was held that it was available to the defendants, that 
they had paid in the ordinary course of business: ‘“‘ The 
drafts were properly drawn, they were endorsed appar- 
ently properly so as to be properly payable to bearer, and 
they were credited to the bearer who handed them in to 
be credited to his account.’’ Is there not some confusion 
here? Payment has nothing to do with crediting to an 
account. Although payment in the ordinary course of 
business and without negligence are not syonymous, is it 
not possible to conceive circumstances in which negligence 
would vitiate a claim to payment in the ordinary course 
of business? It would otherwise seem that nothing 
short of actual knowledge of the wrongful conversion of 
cheques would be enough to deprive the bank of the right 
to claim that it had paid in due course. 

It is difficult to appreciate the right of a banker to 
plead s.60 in respect of the payment of a cheque which 
on the face of it (particularly when taken in conjunction 
with the circumstances) tells him that it may have 
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been misappropriated. Though payment was not in 
question it will be remembered that the Savory case 
resulted in loss to the bank owing to a lack of liaison 
between branches. Each of two branches of the same 
bank were in possession of supplementary information 
which was actually unknown to the other; yet it was 
regarded that they must both be deemed to have known, 
for they constituted one bank. The present is a case where 
the “‘ liaison ’’ could not be more complete, yet the bank is 
allowed on one hand to disregard such information as it 
had, and which was sufficient on one count to put it out of 
Court. In view of the knowledge that was theirs, did they 
pay in the ordinary course of business? It is vital to a 
banker that his responsibility as a paying agent should not 
be made the greater by the introduction of extraneous 
circumstances as material to his position. He must pay 
or refuse payment on demand and he should not be called 
upon (and up to the present has not been) to take into 
consideration anything but the instrument before him. 
His position would otherwise be an impossible one. But 
he could hardly plead that he had paid in due course 


he could not be paying a bona fide holder. If that 
information comes to him (the same person or persons) 
in another capacity, that of collecting agent, can he 
ignore it ? 

But perhaps the important feature of this case is the 
refusal to consider as divisible the different functions 
undertaken by the defendants. It would be difficult to 
imagine such a case except where paying and collecting 
banker were one and the same at the same branch. The 
learned Judge rightly refused as a general rule to treat 
as having the same meaning two expressions which the 
statute had couched in different language. But the 
statute contemplated the two sections offering protection 
to two different parties. How can a bank plead, in an 
action for conversion in collecting, the protection pro- 
vided by statute for a paying banker? If the cheques had 
been presented for payment to another banker or, since 
the Savory case, to another branch of the same bank, the 
collectors would have lost their case; how can the fact 
that they presented to themselves in the same office help 
them? Paget, again on p. 231 of his “‘ Law of Banking,” 
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4th edition, admits that it is a difficult question whether 
a bank can 
“escape liability incurred in one capacity by 
setting up what might be a complete defence to an 
independent party ”’ ; 
though he goes on to say that 
“if there is anything in it, it would apply equally 
to the case of a cheque paid in at one branch and 
paid at head office or another branch.”’ 

On the last point contended by the plaintiffs that, 
because the cheques were crossed, the defendants were 
liable under s.79(2), the learned Judge again quoted the 
Gordon case. The point was probably not very strong, 
for it has been accepted for long that in similar circum- 
stances there is no infringement of s.79(2). The banker has 
paid to a banker, under s.80, or as Paget puts it (p. 231) 
s.79 does not apply to such a case. It appears that only 
where negligence implies a divergence from the ordinary 
course of business, would the conditions of s.60 be 
infringed, but was that not the position in this case ? 

The learned Judge admitted to fluctuations of opinion, 
so that it is clear that he felt that the position was by no 
means obvious; on the other hand, he did not indicate 
that though he felt bound by the decision in Bissell v. Fox, 
he was uncertain whether it was rightly decided—in fact, 
he stated that he thought the present case indistinguish- 
able from it. It will be interesting to see if the case is 
taken to the Court of Appeal, and, if it is, whether that 
Court will feel bound by Bissell v. Fox. 





Financing Stock Arbitrage 


By W. W. Syrett 


OT the least of the services which banks are able 
N to render to Stock Exchange brokers and jobbers 

is the financing of arbitrage operations. Whilst 
“ Arbitrage ’’ can be defined generally as ‘‘ Buying in a 
cheap market in order to sell in a dearer one ”’ the special 
restrictions under which is carried on the particular type 
of dealing here considered, naturally render a more 
limited definition applicable—‘‘ Stock arbitrage consists 
of a sale by a broker or jobber which is covered by a 
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purchase on some other stock exchange or bourse, or a 
purchase by a broker or jobber which is disposed of in a 
stock and share market other than his own.” 

Deals which come within this definition can be divided 
into three classes :— 

(1) A purchase or sale by a broker on behalf of a 
client in some stock or share, which is not quoted on the 
exchange of which he is a member, but which is freely 
dealt in in some other centre, and where the dealer thus 
necessarily effects the transaction in that other centre. 

(2) A deal by a broker or jobber on behalf of a client 
in some counter which is quoted in some other centre or 
centres, as well as being listed on the exchange of which he 
is a member, where, in order to gain the benefit of a 
discrepancy in the price quoted, the deal is done in the 
other centre. 

(3) A purchase by a broker or jobber on his own ex- 
change coupled with a re-sale, almost simultaneously, 
on some other market where the counter is quoted. 
Conversely, a sale on his own bourse or exchange, coupled 
with an immediate purchase in the other (or in one of the 
other centres) where the counter is listed. In this case 
the arbitrageur acts for his own account. 

An example of the first class is a sale of some stock 
or share in Manchester on behalf of a London client, 
where the security is not quoted in London, but only in 
Manchester. It requires some slight stretch of imagina- 
tion to bring this operation within the definition of 
arbitrage, as the broker in this case probably only acts as 
agent and charges his principal with all expenses incurred, 
eventually handing over the proceeds less charges. 
Nevertheless, one can regard the operation as a purchase 
in London, where the stock is cheaper by the expense- 
margin, in order to sell in the other centre. The broker 
performs the useful service of giving funds in London in 
exchange for a Manchester share. 

This operation provides an elementary illustration of 
the banking service of which the broker makes use: he 
draws a sight draft on his Manchester correspondent, 
through whom he has sold, for the amount of net out-turn, 
attaches the stock, and hands it to his banker for col- 
lection. The bank collects the ‘“ Cash-Order’”’ through 
its Manchester branch, charging a small collection fee and 
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any necessary insurance cover. The insurance premium 
is unavoidable where the security is of bearer type, and the 
“ Cover’ is usually effected by entering the value plus a 
small margin (i.e. “‘ Declared value ’’) on the current 
declaration to underwriters under the bank’s floating 
policy. Should the original seller wish to be paid on the 
usual settling day, without waiting until proceeds of the 
“Cash Order” are received, either the broker can ac- 
commodate him himself, or else ask the collecting bank 
to discount in the manner employed with more usual 
forms of documentary bills. 

When a broker is asked to sell on behalf of a client 
some security which is quoted in London and also in some 
other centre at home or abroad, the broker with any 
extensive professional connection in the other centre will 
be able to compare the buying price quoted by the London 
jobber with the alternative quotation. In the case of a 
security which is also quoted on provincial stock exchanges 
it is unusual for the disparity to cover the expenses of 
remitting, but in the case of the more important specu- 
lative counters which have been the centre of recent 
activity, it is often worth the broker’s while to compare 
the London jobber’s buying price with that of a Wall 
Street house or foreign bourse. Should he adopt that 
course, and find a discrepancy sufficient to pay the cost of 
sending the security abroad, then he is getting his client 
too low a price if he sells in London. 

The third class of transaction—where a security 
is bought or sold by a professional operator from other 
members of his own exchange in order to make a profit 
out of the reverse operation in a foreign market—is 
considered ‘‘ Arbitrage ’’’ within the meaning of the rules 
of the London Stock Exchange. This type of deal is only 
allowed to be carried on by the few firms of jobbers and 
brokers which have official permission. 

It has been stated above that sales and purchases 
of securities as either “ Straight ’”’ or “ Profit ’” arbitrage 
are only common where the second centre is abroad. The 
largest volume of deals between any two stock exchanges 
is at present between New York and London, though 
Toronto-London transfers and covering operations are a 
good second. The financial assistance rendered by the 
banks is concerned with the provision of immediate - 
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funds against debts payable on arrival of mails (or on 
subsequent settling days), and also, in most cases, with 
cover for an exchange risk. 

When a security is sold on Wall Street the broker or 
jobber draws on his New York correspondent to whom he 
has arranged to sell at an agreed dollar price. He at- 
taches the relative security, and drafts drawn on foreign 
purchasers in this manner are usually called ‘ Stock 
Drafts.”” Banks quote buying prices for stock drafts 
at an “ All-in”’ rate of exchange which allows for all 
expenses, thus giving the seller a present sterling value for 
a payment in U.S. dollars at some future time. Banking 
practice varies in points of detail and the two principal 
alternative methods of arriving at the rate are here 
illustrated :— 


Assuming London Market rate for T/T New York is 
4°89%—4:-90: Price at which bank can sell T/T in cover 
in the market is therefore $4-90 to {1. Draft $10,000 
having 20 certificates attached, all of one security, would 
be bought at :— 


Method (A) (i) T/T rate és , 4*90000 
(ii) Overdraft in New York 
7 days at 4 per cent. 
(360 day year: New 
York terms) ... ian -00381 
(iii) Insurance (Marine & Wa 
Risk) 8d. per cent. ... -00163 
(iv) Bank’s gross profit in *00250 
4°99794 


Next quotable step 4-90 {§. 


It will be observed that this method, which follows 
that of the text-books, is not very good practice under 
present conditions. Item (ii) gives a high margin when 
the alternative methods of covering the exchange are 
considered—the sale of dollars in the market need not be 
spot T/T, it can be either short-date forward (at present 
at a small premium) against use of London funds at, say, 
2 per cent., or a sale of cheque with immediate use of 
sterling again; in the latter case it might be necessary to 
give away zc. as “ Spread” over the T/T rate. The 
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forward method has been the better of these for some 
months past. 

Item (iii) is a necessary evil since the securities usually 
consist of certificates which have been endorsed by the 
‘““ Name ”’ in which they are made out. 

Item (iv) yields the bank a very uncertain net margin. 
It does not reflect accurately the expenses of postage and 
New York handling charge ($1-50 for each stock). Thusa 
rate worked out by this method for one profitable pur- 
chase of a draft $10,000 with only one stock attached, 
could not be applied with any degree of certainty to a 
second purchase of $10,000 having four or five different 
stocks with it, even if the number of certificates is the 
same and thus the cost of postage is equal in each instance. 

In order to allow for these factors the following 
approach can be used, particularly if the stock exchange 
member is not in an unusual hurry for this quotation :— 


Method (B) (Draft $10,000, as in (A))—Assuming rate 
spot 4-89j—90 forward 7 days (the mail period) at + 
premium, and net profit margin jc., then draft can 
be bought on the basis of 





(i) 4°90 — ye + 4 =$4-90 ye perfI ... 4°900625 
(ii) Use of sterling 7 days (365 iid year) 
at 2 per cent. ..»  *001880 
(iii) Insurance at 8d. per cent. ... ws» 001633 
(Net) Expenses New York 
Charge... - ... $1°50 $2 per 
London Postage and regis- $10,000  -000980 
tration 2s. 6d. we = 0°50 — 
4°905118 


Next quotable rate above = 4°90%%, 


By either method the rate can be cut by yc., in competi- 
tion, but by (B) the dealer knows that he is not giving 
away too much of his profit margin, as he is certain that all 
expenses have been allowed. 

A movement of securities in the opposite direction 
can be financed by the operation for which Mr. Evitt has 
coined the convenient phrase ‘‘ Reverse Stock Draft.” 
Here, the bank arranges by cable for their New York 
correspondent to pay the Wall Street seller immediately, 
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to register the certificates in the name of the eventual 
buyer or his nominee, and to pay all expenses involved. 
The London Stock Exchange member is only charged 
when the securities arrive and are handed over, but the 
rate to be eventually applied is agreed upon at the time 
of the deal. 

This method has the disadvantage of being poor 
banking practice. Funds are being advanced by im- 
mediate payment in New York, and the advance does not 
run off until the mail brings the stock, for which mean- 
while the Stock Exchange purchaser has assumed a lia- 
bility toward the bank. The security registered in the 
name of the eventual buyer or his nominee cannot be 
regaided as security for the transaction as it is in definitive 
form. Thus the method is defective unless the stock is 
either of bearer type, or put into the nominees’ name of 
the bank selling the dollars. 

The more usual practice is to charge the purchasing 
broker with the dollars on the day of the deal at a rate 
which allows for all the expenses which can be immediately 
determined, as in the following example :— 

Payment of $21,563°° to Wall Street seller, when (i) 
market T/T is 4-89{—-90; expenses being (ii) Insurance 
8d.; (iii) Estimated postages $0*°; (iv) New York banker’s 
charge $1°°; (v) Cable 7s. 6d.; (vi) London bank’s net 
turn ic. 


(i) sins ns ss 4°89875 
Less (ii) 7 —— xX rate ... *00163 
aS Jove on $21 — +» *00046 
» (v) 7/6 n £44 0 (approx.) -00042 
»» (vi) i se es 00125 -00376 
$4°895 


Rate quoted $4-89}. 


The broker is charged with the equivalent at this rate, and 
subsequently, when the mail arrives, he is debited with 
any registration fee charged by the company in which the 
eventual purchaser is investing. The scale of such charges 
- varies to such an extent as to make it: much more con- 
venient to adopt this method, than to keep the broker 
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waiting for his rate while the particular charge is looked 
up. 

Here again, practice varies to some extent between 
banks, and it is possibly more usual for the cost of cable to 
be allowed for in the “‘ Turn ”’ in the exchange rate. In 
any event, the allowance for New York overdraft interest 
is avoided as the broker is paying sterling at once. 

The call of options in American shares, and the 
purchase of such shares without cover for exchange, 
gives rise to a different type of banking operation. Sup- 
pose a London stockbroker has a client who wishes to 
buy U.S. equities and who is a bull both of the share and of 
dollars. Such a purchase can be covered by getting certi- 
ficates over from New York, but the better alternative is 
for the bank to put up the dollars involved in the pur- 
chase, in which case they cable the necessary payment 
instructions immediately. The stockbroker puts up the 
sterling amount which he has collected from his customer, 
either in full at the day’s exchange rate or as a “‘ Margin.” 
The bank is then lending the dollars for a period against, 
theoretically, an overdraft in New York. In practice 
he covers by three months swap in the forward market in 
order to use the sterling deposit, to avoid becoming over- 
drawn (U.S. banks are not supposed to allow overdrafts 
on London banks accounts) and in order to obtain the 
best interest-terms as reflected in the current premium on 
forward dollars. 

The process I have outlined prevents avoidable 
expense as its employment avoids the necessity for bring- 
ing securities over. As they remain abroad they can be 
put into the name of the New York bank. This gives 
the London bank a security (arising from the transaction) 
which can be used by him, either-— 

(a) as an addition to the broker’s “ List ’’ of securities 
hypothecated to the bank in cover for ‘‘ Account-to-Ac- 
count ’’ or other loans, where the full current sterling 
value was originally handed over to the bank, or 

(5) as the principal security in a dollar loan transaction, 
covered as to margin by the additional amount paid over 
for that purpose if full payment had not been required of 
the broker. The rate of interest charged on the dollar 
advance is Jess than the current rate for sterling loans of 
the same class, when (as at present) the forward dollar is 
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at a premium, or more than the sterling loan rate by a 
margin equal to any exchange discount. Example :— 
Rate usually charged to 


broker X on sterling loans 3 per cent. per an. 
less Exchange premium on 
forward dollars = 3c. for 
eS I 
3 months = —, x 
° ¢ 4°90 
per annum ... 0*532 per cent. per an. 
2-468 per cent. per an. 
Rate charged on dollar loan = 24 per cent. 


Not only does this method save the expense of bringing 
over securities, but it is more suitable to the type of trans- 
action it is used to cover. Real investment for long periods 
in Wall Street counters is not so common as buying for 
appreciation, so that from its inception the deal is intended 
to be completed by repatriation and resale. 

There is one caution which must be sounded in con- 
nection with the swap-cover, and that is that any move- 
ment in forward rates means a change in the dollar 
advance rate. If an ‘‘Option”’ purchase of, say, U.S. 
Steels is the basis of the transaction, it better for a margin 
to be put up and the security treated as in (b) above ; whilst 
if a purchase plus exchange risk is intended the original 
deposit of sterling should be used in the purchase of 
dollar cover, leaving the buyer to hedge his risks in regard 
to both exchange and security as subsequent favourable 
occasion presents itself to him. 


The Chinese Banking Situation 
By H. C. G. Slater 

UST over a year has elapsed since China inaugurated 
her new Currency system and astonished the world 
by deciding to abandon completely the age-old 
currency link with Silver. The substitution of an incon- 
vertible Paper Currency for the widely circulating Silver 
Dollar was regarded by many as presaging an era of 
chaos and confusion in the country’s external and 
internal trading relations, but happily the history of the 
past year shows not only that the Chinese exchange rate 
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has remained remarkably stable throu ghout but that, 
thanks to good crops and the absence of major disruptive 
factors the economic progress made has been considerable. 
The main planks of the New Currency scheme launched 
in November, 1935, were (1) that the Note Issues of the 
three Semi-Government Banks, the Central Bank of 
China, the Bank of China and the Bank of Communica- 
tions should be under unified control and alone be legal 
tender, (2) that all Silver Stocks should be nation: alised, 
(3) that the exchange value of the Chinese Dollar should 
be fixed at approximately Is. 2$d., and (4) that any 
increase in Note Issues should be covered as to 100 per 
cent. by gold currencies and silver. Within two years the 
Central B 3ank of China was to be reorganised on the lines 
of a true Central Bank and possess the sole right of Note 
Issue while in the interim the Note Issues of the other 
Chinese Banks were forbidden to be increased and were 
to be gradually replaced by the notes of the centralised 
issue. It was also stated that the activities of each of 
the above-named banks were to be further developed in 
accordance with the main purpose for which they were 
originally formed, namely, in the case of the Central 
Bank of China, the unification of the Currency and the 
consolidation of the Banking system, and in the case of 
the Bank of China and the Bank of Communications 
respectively, the promotion of Foreign Exchange business 
and the industrial development of the country. As the 
Central Bank of China possessed about 40 Branches, the 
Bank of Communications about 100, and the Bank of 
China over 200 Branches in various parts of the country 
at the time the new monetary system was introduced, it 
was evident that a powerful influence already existed in 
favour of the success of the scheme. 

Speaking in April, 1936, five months after their 
inception, Mr. T. V. Soong, the Chairman of the Bank of 
China, attributed the success of the reforms to the 
following main factors :— 

(1) The chaotic nature of financial and monetary 
conditions prior to the change so that anything was to 
be preferred to a continuance of the prev ailing uncer- 
tainties. 

(2) The realisation by Chinese Bankers of the success- 
ful currency changes which had been made in many 
foreign countries. 
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(3) The prohibition by the decree of October 15th, 
1934, of the free transfer of Silver abroad and the five 
months’ experience of inconvertible Paper Currency in 
North China. 

(4) The prompt co-operation of Foreign Banks in the 
Scheme. 

(5) The purchase of 50 million ozs. of Silver in 
November, 1935, by the U.S.A. Government which at 
once provided the Government Banks with additional 
holdings of foreign currency. 

Since Mr. Soong’s review of the situation the successful 
operation of the new system is evidenced by the high 
degree of stability which has been maintained in exchange, 
the recovery of some Io points in the wholesale price 
index number of commodities signifying the end of the 
deflationary trend, and the decrease shown in the unfav- 
ourable balance of trade through increased exports. The 
submission also of the recalcitrant Provincial Govern- 
ments of Kwangtung and Kwangsi to the control of the 
National Executive has brought all the provinces of 
China Proper within the national currency movement, 
and as a result public confidence in the outlook has 
increased and banks are beginning to open new Branches 
again. In Canton, where the Bank of Canton which 
closed its doors on 4th September, 1935, as a result of 
currency disturbances, has again started business, both 
the Central Bank of China and the Farmers’ Bank have 
opened Branches, and in Shanghai and Nanking the 
acceptance and clearing of Bills and cheques has been 
facilitated. Under the stimulus of Government direction 
groups of Banks have provided rural credit facilities at 
low rates of interest, and the formation of co-operative 
credit societies and marketing organisations is proceeding 
rapidly, while following the more settled political situa- 
tion the development of railway and other communica- 
tions is opening up the country to various industrial 
projects. 

The Chinese Banking structure, apart from the three 
Government Banks mentioned, is composed of about 33 
Foreign Banks whose Capital is largely derived from non- 
Chinese sources, some 160 Chinese ‘ Modern’ Banks of 
varying degrees of importance, of which about 30 are run 
on Western lines, and a large number of ‘ Native’ institu- 
tions which, though individualistic in their activities and 
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widely scattered all over the country, nevertheless 
exercise in the aggregate an important influence over the 
country’s internal trade and finance by virtue of the 
credit they extend to all classes of the population. The 
last-named must necessarily remain largely a law unto 
themselves and outside the scope of Banking organisa- 
tion until Central and Provincial authority with ‘regard 
to Banking regulation and the maintenance of adequate 
Reserves can be more strongly enforced, and to-day it is 
chiefly with those public institutions established under 
Provincial and Municipal auspices for the purpose of 
acting as agencies for local Treasury Departments and 
for the stabilisation of conditions in their particular 
localities, or with those Banks formed for commercial, 
industrial, or agricultural activities and to promote the 
interest of particular trades, that the writ of the Central 
Government can be said to be effective. 

As has been stated previously, at the outset the 
foreign Banks, with the exception of Japanese institu- 
tions raised no difficulty with regard to the surrender of 
Silver Stocks against Legal Tender Notes, and a factor of 
material importance in bringing about this desirable situa- 
tion was the prompt issue by the British Ambassador 
of a ‘‘ King’s Regulation” prohibiting British Nationals 
from making payments in Silver. This surrender of 
Silver Stocks was carried out by a system of mutual 
deposits between the Central Bank of China and the 
Foreign Bank concerned, the latter making a deposit for 
a period of two years with the former for an amount up 
to two-thirds of the legal value of the Silver surrendered. 
The Central Bank in return then made a deposit of the 
same amount with the Foreign Bank receiving interest 
on its balance, but at a lower rate than it was itself 
allowing on Foreign Bank deposits with it. At the 
beginning of November, 1935, the Silver Stocks held by 
Foreign Banks in Shanghai were valued at about $40 
millions, and by October, 1936, this had been reduced to 
about $8 millions. The following figures are given for 


comparison :— SyanGHar SILVER STOCKS. 
Taels. Dollars. Bars. 
17/10/35 Chinese Banks .. 50,000 265,400,000 7,980 
Foreign Banks .. 8,040,000 30,590,000 nil 
15/10/36 Chinese Banks .. 2,222,000 33,180,000 nil 


Foreign Banks .. nil 8,390,000 nil 
dS re bp 
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With this important lead from the Foreign Banks, 
the task of the Currency Reserve Board, which was set 
up to control the emission and retirement of Note Issues, 
was rendered substantially easier. Some idea of the 
progress made up to date by the scheme for centrali sation 
of the Paper Currency can be gained from the following 
comparative figures, which show the position of the 
principal Banks, excluding Provincial Government Banks 
at the commencement and end of 1936 :— 

PRINCIPAL CHINESE BANKS. 
Note Issues. 
($o00’s omitted.) 





December, December, Increase or 

1935. 1936. Decrease. 

Central Bank of China ie $176,035 $3 325,592 +149,557 
Bank of China. ay 286,245 459, 310 L173 1005 
Bank of Communications .. 170,245 29 5,046 +118 ,8o1 
a $638,525 $1,079,9 48 441,423 

Farmers’ Bank of China... $16,607 $130,000 +113,393 
Eight Commercial Banks .. 190,000 89,000 —IOI,000 


The total Note Issue of all Chinese Banks in China 
was estimated at about $660 millions in December, 1934, 
and it will be noted from the above that the increase in the 
Note Circulation of the three Government Banks is about 
S441 millions, the Note Circulation of the Bank of China 
showing the largest = ise. While it is not possible to 
be definite, it is probable that the increase shown by each 
of these Banks indicates roughly the degree of progress 
made in their respective spheres of Unification of the 
Currency, the acquisition of Foreign Balances and the 
finance of Provincial and industrial undertakings. It 
has been estimated for instance that the agreement 
reached in May, 1936, whereby the U.S. Treasury agreed 
to take an unspecified quantity of Silver bullion from 
China at market prices has been responsible for the export 
of about 150 million ozs. of Silver during 1936 on Chinese 
Government A/C, the value of which would be about 
$200 millions. The Farmers’ Bank of China which 
operates chiefly in North-west and Central China, has 
been authorised by the Ministry of Finance to increase 
its Note Issue by the amount shown Margey: it is sur- 
mised, for political reasons as a check to Communistic 
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activities), and in several of the Provinces a similar licence 
has been given to the local Provincial Bank in order to 
smooth over present difficulties. The decrease shown in 
the Issues of the eight Commercial Banks represents, it 
is thought, a definite withdrawal of old Notes in favour 
of the Unified Issue. 

It will be remembered that the new regulations 
regarding the keeping of Reserves against Note Issue 
specily a backing of 60% in Gold Currencies and Silver 
(of which not less than 25% is to be Silver) and 40% in 
Securities. The composition of the Currency Reserves 
of the three chief Banks as at December, 1936, is therefore 
of interest as revealing the inherent soundness of the 
Currency. 

Currency Note Reserves. December, 1936. 
Chinese Dollars. (000’s omitted.) 
Silver & 


Foreign % of Securities % of 
Currency. Total Total 
Central Bank of China ~« $212,239 65% $113,354 35% 
Bank of China _? 3 283,510 627, 175,801 38% 
Bank of Communications .. 179,423 61% 115,622 39% 
$675,172 $404,777 
$675,172 \ oy o70,94 49 
404,777 J 


With ample external reserves available, the Govern- 
ment Banks operating in the Exchange Market have, 
during the past year, succeeded in keeping fluctuations 
in the Dollar, the £ and Yen rates within extremely 
narrow limits, in spite of the shocks caused by occurrences 
such as the devaluation of the Franc and the recent 
capture of the Generalissimo Chiang Kai Shek, and on 
two occasions only did the Central Bank find it necessary 
to adjust slightly its official quotations. The task of 
maintaining the external value of the Chinese Dollar has 
been rendered much easier by the fall in the adverse 
balance of payments, the figures of China’s trade for 1936 
pig a decline of over Ch.$100 millions in the excess 
of Imports over Exports as compared with 1935. Also 
the greater prosperity now being enjoyed by Chinese 
overseas, especially in those countries trading in Tin and 
Rubber, has caused an increase in Homeward Remit- 
tances which ad litionally has operated to reduce the 
strain on the Chinese exchange. 
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Coincident with the baila trading position and 
with the stability of the exchange the controlling influence 
of the National Government is becoming more widely 
recognised within its own borders. Since its inception 
in 1933 the Central Mint in Shanghai has turned out in 
Silver values over $147 million Silver Dollars and about 
$18 millions worth of subsidiary coinage consisting of 
Nickel and Copper pieces—a factor of importance in the 
task of providing the country with a uniform coinage. 
To cope with the demand for Copper coins branches “of 
the Central Mint have been authorised at Wuchang, 
Chungking and Siangfu, and though in some quarters 
this is regarded as a retrograde step it is thought that the 
National Government is sufficiently strong to prevent 
any abuse of authority. 

With all the Provinces under a central administration, 
both for Revenue and Currency purposes, the balancing 
of the National tags (which was promised) though 
still a formidable task, should be easier of fulfilment, and 
provided the loss of Revenue through the smuggling of 
goods can be stopped and international complications 
avoided, the Chinese barometer may be said to be “‘set fair.” 


Banks and Foreign Exchange 
Brokers 
By Paul Einzig 
OR years past a prolonged silent struggle has been 
EF going on behind the scenes of the London Foreign 
Exchange market. Although it concerns primarily 
only the thirty Foreign Exchange broker firms and the 
143 banks dealing in Foreign Exchanges in the London 
market, the principles and the technical considerations 
involved are of a sufficiently general interest to justify 
the discussion of the subject in public. Nor is the general 
interest attached to the conflict confined to the London 
market. Since London is a foreign exchange centre of 
international importance, anything that concerns it must 
be of interest to other Foreign Exchange centres. In any 
case, the same problems that exist in the organisation of 
the London Foreign Exchange market may also exist 
elsewhere. 
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Foreign Exchange brokers existed already before the 
War, when most business was done through personal 
contact instead of telephonic communications. After the 
War, when the volume of Foreign Exchange transactions 
in London increased to a multiple of its pre-war figure, a 
large number of new Foreign Exchange broker firms 
sprang up. Most of them earned substantial profits during 
the post-war currency chaos, but began to have a lean time 
after the stabilisation of the currencies. Indeed, a number 
of them went out of business between 1926 and 1931. 
There remained, however, an excessive number of firms, 
and there was not enough business to go round. Brokerages 
were reduced to a low level round about 1929. 

After the suspension of the gold standard in 1931 
there was a revival of activity in the foreign exchanges. 
Even though the turnover compared unfavourably with 
that experienced during the post-war currency chaos, 
there was no lack of very active periods during the five 
years that ended with the devaluation of the franc. 
Accordingly, in September, 1931, the brokerages were 
raised, and though they were not maintained at their 
highest level, to this day they remain relatively high. 
After the devaluation of the Gold Bloc currencies, the 
banks decided to reduce brokerages on French francs, 
Swiss francs and Czechoslovak crowns. Brokerages in 
London, nevertheless, remained about twice as high as 
before the war and several times higher than brokerages 
in various continental financial centres. 

As a result of the relatively high brokerages, the 
margins between the quotations of buying and selling 
rates of various exchanges were also materially wider in 
London than on the Continent. For instance, the French 
franc was quoted by the London brokers in fractions of 
1/32nd franc (that is, over 3 centimes), while sterling was 
quoted in Paris in fractions of I centime. Similar differ- 
ences exist regarding quotations of other currencies. As 
a result, it was advantageous to buy and sell exchanges 
in continental centres instead of London. Let us take an 
example. A London dealer had to buy francs, and the 
London broker quoted him, say, 105-12 to 105-15. That 
is, he was not in a position to buy at a better rate than 
105-12. If he got on to Paris, he received a quotation 
of 105-13 to 105-14. The difference of 1 centime made 
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it well worth his while to conclude the deal in Paris 
rather than London, in spite of the cost of the trunk call. 
The same was true concerning continental dealers to an 
even larger extent, since in addition to the wider margins 
quoted in London they also had to stand the cost of the 
trunk call to London. 


Admittedly, London’s international position brought 
much foreign exchange business to this market in spite of 
this handicap. Nevertheless, there can be no doubt that 
the wide margins diverted much business from London, 
especially during calm periods when fluctuations were 
small and when fractional differences were important for 
the foreign exchange dealer. 

There can be no doubt that high brokerages were 
largely responsible for the wide margins quoted in 
London. Even though brokerages represent only a 
fraction of the margins, brokers were anxious to maintain 
wide margins in order that the banks should not press for 
further reductions in their brokerages. This was a very 
short-sighted policy, even from their own point of view, 
since wide margins drove much business abroad and 
reduced the turnover in the London market. What is 
more, wide margins and excessive brokerages led to 
the development of a fairly substantial volume of direct 
dealing between London banks. In many instances both 
buyers and sellers were able to get more advantageous 
rates if they got in touch with each other rather than 
if they dealt through brokers who refused to quote 
narrow margins between buying and selling rates. 


After protracted and difficult negotiations, an arrange- 
ment has now been concluded between the Foreign 
Exchange Committee and the Foreign Exchange Brokers’ 
Association, as a result of which London’s handicap in the 
international competition for foreign exchange business 
has been removed. It has been agreed to reduce broker- 
ages on the leading exchanges by about one-third. In the 
case of the French franc, the brokerage has been reduced 
from Is. €d. to Is. per Frs. 100,000. In the case of the 
dollar, it has been reduced from 30s. to 20s. per/$100,000. 
This in itself should go a long way towards enabling the 
London foreign exchange market to recover its share of 
foreign exchange business. 
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What is even more important, the brokers have 
agreed to abandon their efforts at maintaining the spread 
between buying and selling rates at an artificial level. 
Buying and selling prices will be quoted henceforth as 
they are made by the dealers and no endeavour will be 
made to maintain any arbitrary spread. As a result, 
quotations narrowed considerably on February 23, when 
the new arrangement became operative. The spread for 
French francs was reduced from ,'; franc, or over 
3 centimes to I centime, or in some instances 2 centimes. 
The spread for dollars contracted from } cent, or +125 
cent, to -or cent, though it widened subsequently to 
‘03 cent; even at the latter rate it was less than one- 
fourth of its previous figure. 


It is reasonable to hope that, as a result of this contrac- 
tion of the margins, the turnover of the London market 
will expand materially, and that this will more than 
compensate the brokers for the sacrifices involved in the 
reduction of the brokerages. It is also to be hoped that, 
in recognition of the brokers’ contribution towards the 
restoration of the supremacy of London’s foreign exchange 
market, the banks will in future abstain from direct 
dealing. This would be only fair, since the brokers 
fulfil a useful part in the activity of the market, and 
deserve to be supported by the banks. 


Life Assurance in 1936 


By F. G. Culmer 


ATIONAL prosperity—the Special Areas excepted 

—is graphically featured by the progressive march 

of ordinary life assurance in 1936, the aggregate 

sums assured constituting the largest volume of business 
ever effected in a single year. The favourable economic 
conditions prevalent in 1935 were again to the fore last 
year in stimulating a greater demand for life assurance, 
which played an even wider part in the domestic sphere 
of the public, both from the protective and investment 
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aspects. In spite of the constantly bubbling turbulence 
of outside world affairs, the success attending industrial 
enterprise at home and the uninterrupted progress of 
internal trade furnished the masses with increased 
financial resources for life assurance purposes; while 
cheap money remained in vogue and afforded an incentive 
to the capitalistic class to ‘embark in special types of 
attractive with-profit policies, offering a superior rate of 
income to gilt-edged securities, the yield on which is 
curtailed by the low scale of investment interest. 

There is no doubt that the saving propensities of the 
people have increased enormously in recent years, and 
the life offices have done a very great deal to foster and 
encourage this national characteristic by reducing the 
cost of whole life assurance, and bringing into force still 
more attractive policies of a bigger range of selection. It 
is safe to say that this type of life assurance will never be 
cheaper than it is to-day; it is unrivalled as a medium of 
thrift, and affords the essential means of safeguarding the 
needs of dependents. As providing a maximum amount 
of assurance at a minimum cost, whole life assurance, the 
proceeds of which are payable by the life office at the 
death of the assured person, is indispensable to the welfare 
of a very large section of the community whose monetary 
means are necessarily limited; and the advantages of 
endowment assurance which combines the saving prin- 
ciple with the attractions of sound and lucrative invest- 
ment, are equally apparent among the more well-to-do 
inhabitants. Thus, catering so efficiently for the require- 
ments of all classes and spread over a wide field of 
operation, it is not surprising that life assurance continues 
to gain in popularity. In spite of the marked progress 
during the last few years the peak in sums assured is 
apparently very far yet from being reached, for although 
there is a steady improvement in the average sums 
assured per head, the British community 1s still con- 
siderably under-assured individually in comparison with 
peoples abroad. 

In accordance with the practice hitherto adopted in 
THE BANKER the net sums assured in 1936 by the Home 
life offices are tabulated separately from those of the 
Dominion offices. It is significant of the general progress 
made that of the 54 offices tabled in the Home group only 
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eight failed to exceed the amount assured in the previous 
year, while no fewer than 40 succeeded in achieving new 
“records.” In this respect the new business experience 
was on very similar lines to that of 1935, when the vast 
majority of the offices transacted more business than 
ever before. The 1936 aggregate was {232,176,958, and 
represented an increase over the previous twelve months 
of close on £20,000,000. It is a remarkable fact that the 
British offices have been able in the last four years to 
effect new ordinary life assurances of a net total exceeding 
{811,000,000, of which a large proportion appertained to 
this country, and the obvious conclusion to be drawn from 
the following illuminating figures is that the public is 
becoming more and more appreciative of the merits of 
life assurance : 





Mutual Property _... 


Net sums Inc. (-++) or Dec. 
assured (—) as compared 
in 1936. with 1935 
HoME OFFICES— £ £ 

Alliance Pe es sed 3,525,540 _ 54,319 
Atlas 4,300,000 + 735,843 
Beacon 1,154,508 105,194 
Blackburn 342,000 - 19,225 
Britannic . 3,860,000 205,988 
British Equitable 829,049 37,391 
British General 871,088 110,603 
Caledonian 2,039,319 353,433 
Clerical, Medical & Gener: al 2,820,0007 308,952 
Commercial Union 5,533,211 - 413,308 
Co-operative ... 3,461,010 + 140,407 
Eagle Star 5,732,290 2,977,016 
Equitable Life 1,700,000 362,927 
Equity & Law ..» 4,057,539 726,217 
Friends’ Provident & Century 2,717,971 281,821 
General Life ... 2,854,496 30,191 
Gresham Life 3,748,000F 378,197 
Guardian - 1,759,724 174,964 
Law Union & Rock ... 2,740,422 290,951 
Legal & General ‘ 16,653,757 890,066 
Life Association of Scotland 1,661,096 93,083 
Liverpool & London & Globe 3,200,000 739,399 
Liverpool Victoria 3,960,611 133,022 
London Assurance 2,823,869 60,195 
London Life ... 2,701,930 103,777 
London & Scottish 1,942,938 — 140,933 
855,903 + 265,903 





| Approximate. 
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Net Sums Inc. (+) or Dec. 

assured (—) as compared 

in 1936. with 1935. 

£ £ 

National Farmers’ Union 528,849 -- 44,972 
National Mutual I,OII,200 +. 33,599 
National Provident ... 1,875,000 237,588 
North British & Mercantile 5,034,000F + 127,165 
Northern i 1,811,586 -- 266,544 
Norwich Union Life II,000,000F + 212,410 
Pearl 8,801,640 + 203,593 
Phoenix : 4,850,000 + 1,043,882 
Provident Mutu: il 2,661,632 - 389,181 
Prudential 29,300,000 + 1,500,000 
Refuge 8,766,069 + 309,253 
Royal ... inn 4,920,000T + 12,001 
Royal Exchange 4,321,427 _ 28,244 
Royal London Mutual 6,313,628 = 803,568 
Scottish Amicable 2,065,163 a 101,243 
Scottish Equitable 1,595,000 — 322,843 
Scottish Life ... 2,389,375 + 236,030 
Scottish Provident 3,165,899 a 40,940 
Scottish Temperance ‘ 1,524,441 - 78,819 
Scottish Union & National ... 3,761,131 a 157,113 
Scottish Widows 4,850,000 — 385,070 
Standard Life 4,071,390 1 160,788 
Sun Life : 20,720,165 + 3,296,801 
United King: Jom Provident 4,618,000 + 66,894 
University Life 288,639 + 80,561 
Wesleyan & General 1,714,229 85,169 
Yorkshire 2,750,000F + 319,647 





App oroxim< ite. 


; the decrease shown is based on the total for the 








t ro months only ; 
complete year ended March 1, 1936. 


The four leading places 1 in the list, as regards magni- 
tude of business, are again occupied in the same order by 
the Prudential, Sun Life, Legal and General and Norwich 
Union, each of whose totals run into eight figures. It is 
not surprising that the Prudential, with its immense or- 
ganisation, is easily first, and its huge total of {29,300,000 
is exclusive of group assurance, of which the company is 
one of the chief exponents. Relatively the business 
increase last year was smaller—{1,500,000 against 
£3,771,217 in 1935. The other industrial companies, 
which also make a great feature of ordinary life assurance, 
figure with their accustomed prominence, and the entire 
group, excluding the London and Manchester, whose 
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financial year does not terminate until the end of March, 
is responsible for over £56,000,000 of the aggregate new 
business, representing an increase of {2,266,687 on the 
year. 

The Sun Life’s exhibit is all the more remarkable 
since the society’s business operations are confined to 
this country. The society’s net new business total of 
{20,720,165 is {2,314,062 greater than its previous largest 
in 1934, while last year’s record increase of £3,296,801 is 
easily the highest shown in the whole group of offices. 
This big volume of business was effected under 30,998 
policies, which number is an increase of 5,950 over 1935, 
and 4,654 more than the previous largest number effected 
in 1934. The Sun Life, which was established in 1810, 
has thus given by its wonderful achievement a typical 
illustration of the vitality of the older offices whose 
ability to serve the public becomes more apparent with 
increasing age. 

Another fine result is that of the Legal and General, 
which issued 21,875 policies against 19,848 in 1935, and 
whose total net sums assured {16,653,757 shows an 
increase of £890,006. With this new record the society 
has thus fittingly signalised its centenary. Of its 
business aggregate {7,026,551 consists of ordinary life 
non-profit assurance (with-profit assurance is no longer 
transacted), against £6,617,175 in 1935, and the remaining 
£9,627,206 (£9,057,058) of decreasing term and group 
assurances. The Norwich Union has exceeded the 
£11,000,000 mark for the first time in its history, and the 
society’s progress towards the next million mile-stone 
will doubtless proceed apace. 

As regards individual progress nothing was more 
spectacular than that of the Eagle Star, whose increase 
in net sums assured was no less than £2,977,616, with a 
total of £5,732,296, following the comparatively small 
gain of £350,417 in 1935. The fourth company to show 
a seven-figure increase is the Phoenix (£1,043,882), which 
in 1935 had a gain of only £62,766. A year ago both the 
Legal and General and Equity and Law Life showed a 
seven-figure gain, but while history has not been repeated 
in this respect these societies have done exceedingly well. 

By the inclusion for the first time of the Crown Life 
of Toronto the number of Dominion offices tabulated in 
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THE BANKER is increased to eleven, and this is responsible 
for about 50 per cent. of the increase of {12,913,400 in the 
total sums assured, which make up the substantial figure 
of £145,174,820. Greater activity was displayed by these 
offices in the United Kingdom, new assurances, amounting 
to £15,929,453, showing an increase of £388,942. As will 
be seen in the following table the outstanding feature is 
the marked progress made by the Australian offices in 
their general operations, each of the four showing a seven- 
figure business increase :— 

Net sums Inc. (+) or Dec. 





assured (—) as compared 
in 1936. with 1935. 
DoMINION OFFICES— £ £ 
Australian Mutual Provident «s- 22,870,224" + 3,137,299 
Ditto, U.K. only ... ion ...Not ascertained (1935) 613,892* 
Canada Life ... ite sak ... II,719,809* --+  QII,209 
Ditto, U.K. only ... " ... 1,915,421* - 646,685 
Colonial Mutual (Austr: ilia).. ... 13,091,640 +- 1,453,161 
Ditto, U.K. only ... tes ws 3,325,985 680,682 
Confederation Life (Canada) ..» 9,200,000* 100,000 
Ditto, U.K. only ... ee ... 1,354,000* 31,000 
Crown Life of Toronto es ... 6,465,000 384,683 
Ditto, U.K. only ... ‘ke .. 254,038 - 197,647 
Imperial Life of Canada _... ov. 459 35,290" - 109,109 
Ditto, U.K. Only ... .»  434,915* — 196,748 
Manufacturers Life of Canz ada ee £1,599,177 - 1,292,173 
Ditto, U.K. only ... . 1,076,033 - 75,535 
Mutual Life & Citizens of Australia 7,047,000* + 2,208,129 
Ditto, U.K. only ... .»  454,900* + 264,887 
National Mutual of Australasia ... 11,348,578* - 1,017,718 
Ditto, U.K. only ... . 45,536,111" 205,948 
Southern Life Association of Africa 3,296,160 : 16,460 
Ditto, U.K. only ... pas a 236,049 -+ 129,269 
Sun Life of Canada ... sus ... 45,122,489 + 107,489 
Ditto, U.K. only ... ae ... 5,062,000 — 458,000 
* Gross. t+ Approximate. 


Judging by statistics already to hand there has been 
no falling-off in the demand for annuities, and in spite of 
the difficulties experienced by the life offices in securing 
an adequate return on their invested funds there has 
apparently been no lack of supply. In 1935, 50 life 
offices received an aggregate annuity consideration 
amounting to {14,700,000, which was roundly £200,000 
more than in 1934. Last year the purchase money 
received by I1 offices alone totalled about £9,200,000, of 
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which sum the four specialist offices mustered between 
them £6,404,811. Of the latter Equity and Law Life 
achieved a new record with {£2,510,226, compared with 
£2,398,634 in 1935, with Legal and General £1,346,585 
({1,012,273), Prudential {1,300,000 (£2,300,000), and 
Friends’ Provident £1,248,000 (£858,000) following in the 
order given. 

It is undeniably a fact that the Family Income type 
of policy has again been unrivalled in general popularity, 
and there is no doubt that, as in the previous few years, 
it has helped considerably to swell the aggregate of net 
sums assured. This is what is known as decreasing term 
assurance. For instance, according to the practice of 
some offices, where a policy is for £1,000 assured, and 
there is an additional guaranteed income of {£150 per 
annum for the family in the event of the death of the 
assured person for any remaining period of the initial 20 
years following his death, it is reckoned as a £4,000 policy, 
because if the assured were to die immediately after 
acquiring the policy the total liability on the part of the 
office would be £4,000. While the assured lives that 
liability is decreasing by {£150 per annum, and if he 
survives the 20-year term it is finally reduced to £1,000, 
the capital sum assured. Other offices merely take into 
account in their new business figures the sum assured and 
ignore the income benefit. An essential feature of these 
Family Income policies is that they are obtainable on 
cheaper terms than other forms of ordinary life assurance 
and yet provide income benefits of so substantial a 
character. 

The life offices were not behindhand last year in 
bringing forward new schemes of life assurance and 
introducing fresh forms of cover, and all circumstances 
combined to make 1936 a busy year. Activity was 
especially pronounced in connection with staff group life 
assurance and pension schemes, a few offices specialising 
in this class of business having established special organ- 
isations to deal with the exceptionally heavy demand for 
it stimulated by the vast improvement in industry and 
the necessity for the employees of industrial firms to have 
the benefit of an actuarially administered form of life 
assurance-cum-pension protection. 

In view of the steadily declining rate of interest 
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earned on life assurance funds it was not altogether 
surprising that some of the offices making their v aluations 
last year should have reduced a ir rates of bonus allotted 
to with- profit policies to a moderate extent. Present-day 
bonuses, however, are of a nit attractive character, 
especially when compared with the smaller range pre- 
vailing years ago, and whatever else the future may seem 
to portend i in this connection it is at any rate a matter 
for comfortable reflection that two of the leading offices— 
National Provident and Sun Life—which have just 
announced their valuation results for the past three and 
four years respectively, have had no occasion to lower 
their rates of bonus. Moreover, of the offices which 
conduct their valuations annually only one has this year 
seen fit to declare a reduced bonus. 

The maintenance of existing rates of bonus is, of 
course, largely dependent upon the future trend of interest 
rates, which cannot be expec ted to improve in face of the 
Government’s huge expenditure on armaments, and if 
cheap money goes on for any further extended length of 
time a general reduction in bonuses will practically be 
inevitable. So far a low rate of mortality among policy- 
holders has helped matters to a considerable extent, but 
in any case the difficulty of finding adequately remunera- 
tive investments for their funds must remain a serious 
problem for the life offices. Accompanying the low 
interest rates there was last year an increase in the rate 
of income tax by 3d. in the f, and it seems tolerably 
certain that a further increase in the impost will be 
provided for in the Budget of 1937, thus causing an 
additional adverse effect upon the interest earnings, not- 
withstanding the concessions to which life offices are 
entation in respect of their tax assessments. 

As far as policyholders are concerned if any further 
increase in the standard rate of income tax is made it will 
enable them to claim a larger rebate of tax in respect of 
their premiums, and the importance of this rebate con- 
cession as a factor toward cheapening the cost of life 
assurance to the public is not to be lightly estimated. It 
is especially at a time like this when interest rates are 
low and income tax is high that life assurance holds out 
its greatest attractions to both investors and assurants, 
but even if a modification of bonus terms should become 
inevitable in the future those attractions would not be 
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minimised with any undue severity. The life offices 
have proved their ability over long periods of years to 
deal successfully with changing conditions without de- 
tracting from the value of their contracts, and from the 
public point of view life assurance will always provide its 
adherents with e so dabuanibaid good value for their money. 


Appointments and Retirements 


Bank of New Zealand 


Mr. R. W. Gibbs has been re-elected a Director of the 
Bank of New Zealand as from April 1, 1937. Mr. Gibbs 
is one of the two shareholders’ Directors. He was 
elected in 1924 and re-elected in 1928, 1931 and 1934. He 
was Chairman from April, 1933, to March, 1934. 





Belfast Banking Company, Limited 


The retirement has been announced of Mr. David 
McKee, who had been Senior Director of the Belfast 
Banking Company, Limited, since 1924. He had been in 
the service of the bank for 69 years, during 46 of which 
he was a member of the Board of Directors. He began 
his career in 1867 and was for some time associated with 
the branch at Strabane before his abilities caused him to 
be transferred to Head Office in 1879. He was appointed 
Secretary in 1884, Director in 1890, and Senior Director 
from 1924 onwards. As a Director he witnessed many 
important changes, including the affiliation of the bank 
with the Midland Bank, Limited, and the sale of the Irish 
Free State branches to the Royal Bank of Ireland, Limited. 
As a patron of the arts and doyen of his profession in 
Belfast he was a prominent public figure. 


Messrs. Brown, Shipley and Co. 


Messrs. Brown, Shipley and Co., merchant bankers, 
have announced the retirement from partnership, after 
29 years, of Sir James Leigh-Wood, C.B., C.M.G. He will 
however, retain other interests in the City, including the 
deputy chairmanship of the nee Bank, his seat on the 
London Board of Advice of the National Bank of Aus- 
tralasia, and his directorship of the Commercial Union 
Assurance Company. He began his career as a banker 
48 years ago with Messrs. Cox and Co., and afterwards 
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gained much useful experience in India, Australia, New 
Zealand, and South Africa. He went to Founders’ Court 
in 1908 and has paid extended visits to the United States 
and Canada. He has numerous interests outside banking. 


His son, Mr. Roger Leigh-Wood, has been admitted to 
partnership in Brown, Shipley and Co. 


Canadian Bank of Commerce 

On January 12 Sir John Aird announced his retire- 
ment from the presidency of the Canadian Bank of 
Commerce, which he has held since 1924. Sir John 
entered the service of the Canadian Bank of Commerce in 
1878, and he retires at the age of 81 years. He is a director 
of Brazilian Traction, Imperial Life Assurance of Canada, 
National Trust, Western Canada Flour Mills, Rio de 
Janeiro Tramway Light and Power, and other companies. 
He is succeeded by Mr. S. H. Logan, who has been 
General Manager since 1926, and is also on the Board of 
Toronto Savings and Loan. 


The Chartered Bank of India, Australia and China 

It is announced that Mr. A. A. Jamieson has retired 
from his position as one of the Directors of the bank as 
from December 31, owing to heavy demands from other 
sources. 


Commonwealth Bank of Australia 

Mr. A. H. Lewis, Secretary of the Commonwealth 
Bank of Australia, has been appointed London Manager, 
in place of the late Mr. J. S. Scott. 


Dominion Bank 

The Dominion Bank announces that Major-General 
Donald Macdonald Hogarth, C.M.G., D.S.O., of Toronto, 
has been elected a member of the Board of Directors of 
the Bank. General Hogarth, who is a prominent business 
man and influential citizen, has taken a leading part in 
the development of Ontario mineral resources, and is a 
Director of a number of well-known mining companies. 


The Imperial Bank of Canada 


It is announced that Mr. Frank A. Rolph has resigned 
the presidency of the bank, which he has held since 1930. 
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He is succeeded by Mr. A. E. Phipps, General Manager of 
the bank since 1921, who was also President of the 
Canadian Bankers’ Association in 1928-29. 


National Bank of New Zealand 


The resignation from the Board is announced of 
Sir Thomas Wilford. Mr. A. O. Norwood, who has 
hitherto held the posts of Secretary and London Manager, 
will continue to act as London Manager, while Mr. J. H. 
Lawrie has been appointed Secretary. 


Lloyds Bank, Limited 

The retirement is announced of Mr. B. Balkwill from 
the post of Manager of the Barnstaple (Fox’s) Branch. 
He entered the service of the bank in Ig1o, at the Ash- 
burton branch, and was appointed Manager of the 
combined branches at Ashburton of Capital and Counties 
and Lloyds. He was appointed Manager of the Barnstaple 
(Fox’s) branch in 1927. His retirement breaks a family 
service with the bank of 106 years. 

Mr. L. S. H. Bragg has retired from the management 
of the Waterlooville branch. His career began in 1896 in 
the service of Messrs. Grant and Maddison at Portsmouth, 
whence he was transferred in Ig01 to Southampton. In 
December, 1914, he entered the service of Lloyds Bank at 
the branch at North End, Portsmouth, being transferred 
in 1921 to Waterlooville. 

The retirement is announced from the management of 
the Pall Mall branch of Mr. R. M. Rowley Morris. He 
became Manager of the Cox’s and King’s branch, jointly 
with Mr. A. C. Cox, in 1923, when the Bank took over the 
business of Messrs. Cox and Co., the well-known Army 
agents. The Assistant-Manager, Mr. T. E. R. Harris, has 
been appointed to succeed him as Joint Manager, and 
Mr. C. O. R. Price, M.B.E., the Sub-Manager, has been 
promoted to the Assistant Managership. 


National Provincial Bank 

The National Provincial Bank announces that Mr. 
Francis Alexander Johnston, who has been a Director of 
the bank since rg10, and a Deputy Chairman since 1933, 
is relinquishing his position of Deputy Chairman, as he 
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wishes to be relieved of some of his work in the City. He 
will retain his seat on the Board. 

Captain Evan Cadogan Eric Smith, M.C., who has 
been a Director of the Bank since 1929, has been elected 
to serve . a Deputy Chairman of the Bank in the place 
of Mr. F. . ger 

At it end ¢ f January, Mr. Fred Waller, a Joint 
General Manager of the bank, retired after a service of 43 
years. He entered the bank at Teignmouth in 1894, and 
in 1897 was transferred to Birmingham. After service at 
Middlesbrough and Leeds he went to the head office in 
1913 in the capacity of Inspector of Branches, and became 
Chief Inspector in 1917. He was appointed Assistant 
General Manager in 1921 and Joint General Manager in 
1924. 
Mr. W. G. Craddock, an Assistant General Manager, 
has been appointed a Joint General Manager. He entered 
the bank’s service as an apprentice at the Tamworth 
branch in 1902. Five years later he was transferred to 
Peterborough, and from there he was transferred to the 
Head Office. He has had considerable experience in the 
Advance Department of the Bank, where he has held 
senior appointments. In April, 1932, he was appointed 
Joint Manager of the Trustee Department with the rank 
of General Manager’s Assistant, and later that year he 
took over the entire management of the Department on 
his appointment as Assistant General Manager. 


Union Bank of Australia 


It is announced that in the place of the Hon. Edmund 
W. Parker, who is retiring for reasons of health, Major- 
General Sir John H. Davidson will become Chairman of 
the bank as from March 1. Mr. Parker is also a Director 
of British and Foreign Marine Insurance, of which he is 
Deputy-Chairman of the London board, Chairman of 
Dalgety and Co., and a Director of Sparsky Copper Mine. 
Sir John Davidson, besides being a Director of the bank, 
is also a Director of African Mercantile, Dalgety and Co., 
Gresham Fire and Accident Insurance Society, Gresham 
Life Assurance Society, Vickers, West London Property, 
and a member of the London Committee of the National 


Bank of Egypt. 
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The Union Bank of Manchester, Limited 


It has been announced that Mr. Peter Forrester decided 
to retire from his position as Managing Director of the 
bank at the end of 1936, becoming Vice-Chairman of the 
Board of Directors and Deputy- -Chairman of the Liverpool 
and Manchester Local Board of Barclays Bank, Limited, 
and retaining his Directorship of Barclays B: unk, Limited. 
He entered the banking profession about 57 years ago, at 
the Bank of Liv erpool, which he subsequently left to 
become the first Manager of the London, City and Midland 
Bank in Liverpool, oe it absorbed the North Western 
Bank. At the age of 38 he moved to Manchester to become 
General Manager a the Union Bank of Manchester, 
Limited, which, after absorbing other smaller banks, 
became associated with Barclays Bank, Limited, of 
which Mr. Forrester became one of the Directors. He is a 
Fellow of the Institute of Bankers and a past President of 
the Manchester and District Bankers’ Institute, and has 
written several brochures on ma, and allied subjects. 

It is also announced that Mr. Alan Heywood Bright 
has resigned his seat on the Board, He has been a 
Director for over 32 years, and Deputy-Chairman for over 
II years. He is also a member of the Manchester and 
Liverpool Boards of Barclays Bank. 

Mr. Algernon Denham, J.P., a Director of the Halifax 
Building Society, has been appointed a Director of the 
Yorkshire Board of the Union Bank of Manchester. He 
began his banking career at Brighouse in Igor, and until 
IgI0 was on the staff of the London and Yorkshire Bank, 
and the Union of London and Smiths Bank. He then 
became associated with the Halifax Permanent Building 
Society, when he entered the service of the Halifax and 
District Banking Company, Limited, taking charge of the 
banking section at the Bradford branch. He was put in 
charge of the Bradford office of the Union Bank of 
Manchester in 1917, and became a Director of the Halifax 
Permanent Building Society in 1922. 


Union Discount Company of London 


It is announced that Mr. G. T. R. Adams has been 
appointed an Assistant-Manager. 
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American Banking 


By a Correspondent 

N the last day of January the Board of Governors of 
() the Federal Reserve System issued its long- 

expected announcement of a further increase in 
the amount of reserves which member banks are required 
to maintain against deposits. The increase, equal to 
334 per cent. of present requirements or 50 per cent. of 
the requirements that had been in force prior to the rise 
that went into effect on August 15, 1936, will lift the 
amount of reserves which banks must keep to double 
what they were for twenty years prior to last summer. 
It will absorb about $1,500 millions of the existing 
$2,100 millions of excess reserves. 

The increase is to be applied in two instalments, half 
on March 1, and half on April 1. In the case of time 
deposits it will raise the required reserve ratio to 6 per 
cent. for all banks, compared with 44 per cent. since 
August 15, and 3 per cent. prior to that. In the case of 
demand deposits the new reserve ratio will be 26 per cent. 
for banks in New York and Chicago, compared with 19} 
per cent. at present and 13 per cent. formerly; 20 per 
cent. for banks in other large cities, compared with 15 
per cent. and 10 per cent.; and 14 per cent. for country 
banks, compared with 10} per cent. now and 7 per cent. 
in previous years. 

The meaning of these increases in reserve require- 
ments, from the standpoint of the credit outlook in the 
country, can best be illustrated by comparison of the 
former potentialities of credit expansion with those which 
will exist after May I 

Under the old reserve requirements as they existed 
prior to last August, $1 of reserves was expandable into 
roughly $10 of bank credit. In past periods the ratio of 
expansion ran much higher, but in view of certain changes 
that have taken place, a 10 to I ratio seems roughly accu- 
rate. Had the old ratios continued the banks would haveat 
present about $3,600 millions of reserves in excess of their 
legal requirements, upon which they could, in theory, have 
erected at least $36,000 millions of additional bank credit. 

After the new ratios become effective, the Reserve 
Board estimates that there will remain only $500 millions 
of excess reserves. Owing, however, to the doubling of 
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the legal reserve ratios, these remaining excess reserves 
will be expandable, not ten times, but only about five 
times. In other words, they will form the basis for only 
about $2,500 millions of additional bank credit, or about 
one-fourteenth of the amount previously possible. In 
the light of the experience of the past few years this 
relatively small volume of excess of reserves could be 
used up fairly rapidly. 

The existing total of bank deposits in the country, 
however, has already been restored to approximately the 
levels of I929, and the total of bank deposits plus cur- 
rency in circulation is now $2,000 millions above the 
levels of the summer of I929. It is evidently the view of 
the Federal Reserve Board that “ reflation ’’ of the money 
supply has gone far enough, and that further business 
expansion should be financed by a more rapid turnover 
of the existing money supply. 

As was the case with the first increase in reserve 
requirements last summer, the announcement has been 
accepted in the money market with the utmost calm. 
Government bond prices actually rallied on the first 
business day following the announcement, and the only 
hardening of rates so far has been two negligible advances 
in the discounts on bankers’ bills. 

This calm reception is a tribute to the skilful manner 
in which the Reserve Board prepared the way for its 
announcement. As long ago as last November it began 
to hint strongly that another rise in reserve requirements 
was coming. The cumulative effect of these hints was 
to prepare the market to expect the news about the 
middle of January. When it did not come then, bankers 
and security dealers became somewhat nervous and 
before long were clamouring for the board to act and end 
their suspense. The ultimate result of the slight delay 
was to put the financial community in a frame of mind 
such that it welcomed the actual announcement as though 
it had been bullish on fixed-interest obligations. 

In spite of this temporary response it is hard to see 
how the new reserve requirements can fail to produce 
some hardening of interest rates. The board estimates 
that only 197 banks out of a total of 6,367 will lack 
sufficient reserves to meet the new requirements, and 
places the amount of reserves these banks will need at 
$123 millions, of which $110 millions will be needed by 
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banks in New York and Chicago, $11 millions by banks 
in other large cities, and only $2-3 millions by country 
banks. But even if comparatively few banks find it 
necessary to liquidate some of their secondary reserves 
or to borrow, practically all banks will find themselves 
operating with little or no excess reserves. Under the 
circumstances there will not be so strong a pressure to 
employ funds at the prices that have hitherto existed. 

Short-term money rates seem certain to harden 

slightly. The chief question is whether it will prove 
possible to have a somewhat higher yield on Treasury bills 
and notes, Stock Exchange “loans and trade paper, 
without any retreat of the high-grade bond market from 
its current levels. The average yield on bic er asd bonds 
has, in fact, reacted slightly from the level of 2-10 per 
cent. which was reached in December, but it was only 
2:22 per cent. at the end of January. 

The first month of the year brought an abrupt reversal 
of the expanding trend of bank cre .dit which had become 
so marked in December. The total of loans and invest- 
ments of reporting member banks, of the Federal Reserve 
System in IOI cities was reduced by $304 millions in the 
month, somewhat more than half the decline being due to 
the liquidation of loans of a business character. This 
contraction, however, contrasted with a rise of $530 
millions in the loans and investments of these banks in 
December, more than half of which had been due to 
rising business loans. 

Detailed figures, with comparisons for a month and a 
year ago, are shown below :— 
Increase or decrease 


since 
Jan. 27, Dec. 30, Jan. 29, 
1937. 1936. 1936. 
(In millions of dollars.) 
Demand deposits adjusted ... ww. 15,530 — 41 1,513 
Deposits of foreign banks ... ne 414 — I3 = oe 
Total loans and investments sn 22,687 — 304 + 1,032 
Loans on securities ... ass Jee 3,242 - 84 +- II4 
Other loans . 5,701 -162 + 830 
U.S. Government’s direct and indirect 10,424 = ‘55 - 597 
Other securities ae mas ie 3,260 — 3 t 91 
Reserves 5,355 +192 “+> 504 


A few special factors have, however, contributed to 
the declines of the month, an important one having been 
the redemption of about $72 millions of notes of the 
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Commodity Credit Corporation, which had been purchased 
by banks last July. In the light of the previous expansion 
the month’s drop in “ other loans ” was not exceptional, 
and, as will be noted, this item remained at oe end of 
the month $830 millions higher than it was a year ago. 

In spite of des rastating floods in the central iatian of 
the country, a paralysing strike in the important motor 
industry and the virtual cortamaty of further labour 
troubles in the steel and other key industries, business 
remains remarkably good and preparations on all sides 
are for a good spring season. 

The calmness with which the financial and business 
communities have accepted the General Motors strike, 
as witness the action of the stock market in almost 
completely ignoring it, is a little hard to understand in 
view of the importance of this one corporation in the 
general business structure. It seems to be based upon 
a vague popular assumption that the “ government will 
do something ’”’ before the situation gets bad enough to 
threaten the course of recovery. The dispute, like the 
majority of labour disputes in this country in the past 
three years, is over the question of union recognition, 
rather than about wages or hours of employment. Public 
opinion cannot be said to have taken sides as yet, the 
prevailing view being that both the corporation’s manage- 
ment and the labour leaders have shown remarkable 
stubbornness and ineptitude. There is beginning to 
become evident considerable popular support for the “idea 
of new legislation which would require compulsory 
arbitration of disputes of this character, but the Roosevelt 
administration is obviously in a difficult spot. Labour 
is opposed to compulsory arbitration; capital is opposed 
to all labour legislation and the Supreme Court has 
indicated by its decisions adverse to other New Deal 
legislation that it does not construe the Constitution as 
giving the Federal Government powers of this character. 

Nevertheless it is apparent that unless there is some 
change in the existing law, labour problems are likely to 
grow rather than diminish in the near future. The motors 
strike has been settled without serious effects upon business 
in general, but a succession of tie-ups in the major indus- 
tries, implemented by the new and tremendously effective 
technique of the sit-down strike, might have serious 
consequences. 
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French Banking 
By M. Mitzakis 
TT: relative steadiness of money rates which 


characterised the last quarter of 1936 after the 

devaluation of the franc did not continue in 
January. The Bank rate was raised from 2 to 4 per cent. 
on January 22 and brought about a corresponding rise 
in other short-term interest rates. This new tension 
was mainly due to the renewed outflow of capital. The 
increase of the Bank rate was all the more necessary as 
the previous low rates had been maintained somewhat 
artificially since December. Speculation in equities was 
very active, and rates on Bourse loans reached new high 
records in spite of official intervention. The market in 
loans on Bons de la Défense Nationale was affected by 
the conversion of Auriol bonds during January, and there 
were practically no dealings for three months. 

The requirements of the Treasury and of private 
enterprise resulted in a currency inflation far exceeding 
that witnessed during the previous month, as indicated 
by the figures of the Bank return. The following table 
of money rates shows that the devaluation is far from 
having corrected the monetary situation. 


End of End of End of 
November, December, January, 
19360 1936 1937 
Banque de France rediscount 
rate 4 ah, ag 4% 
Market rate of discount _ 24 2} 4 ty 
Day-to-day money ri 13 33 
Loans on Bons de la Dé fense 
Nationale :— 
Market rate for one month 2} 2} 4% 
Market rate for 3 months 2} 24 4% 
Rates on loans on securities:— 
On the Parquet sa 33 33 64 
On the Coulisse .. ae 8} gh to} 


It was with some apprehension that French producers, 
already burdened by the rise in wages and cost of living, 
received the rise in interest rates, which will further add 
to their difficulties. Until now the pclicy of cheap money 
has been one of the popular slogans of the Front Populaire 
Government. The increase of the Bank rate was decided 
upon much more from considerations of the defence of 
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the currency than from internal economic considerations. 
The disquieting situation of the budget, revealed in the 
course of the budget debate, and the uncertain prospects 
of the Treasury for 1937, created an unfavourable atmos- 
phere for the franc and probably led to a new flight of 
capital. In order to defend the exchange rate, the 
financial authorities resorted to the much- abused classical 
weapon of an increase of the Bank rate. The extent of 
this increase surprised even supporters of this measure. 
The weekly returns of the Bank of France showed a 
consistent rise in Government advances and a decline of 
the reserve ratio. This in itself foreshadowed an increase 
of the Bank rate. This step again was followed im- 
mediately by a reduction of the gold reserve by Frs. 3 mil- 
liards, as is shown by the following comparative figures. 
End of Endof_ End of 
Nov., Dec., Jan., 
1936 1936-1937 








ASSETS. (in millions of francs) 

Gold Reserve ‘ oe -- 64,359 60,358 57,358 
Foreign Exchange reserve e (total) si 1,452 1,444 1,421 

Sight sia ‘in - si Aes 6 15 12 

Time — ne ve ei a 1,446 1,429 1,409 
Discounts (total) .. ia ey ii 8,995 9,553 9,855 
Advances on bullion oa ea ss I,102 1,258 1,145 
Advances on securities .. aa a 3,464 3,583 3,701 
Advances up to 30 days .. os es 702 715 ~—«i1, 167 
Bonds of the Caisse Autonome .. Re 5,040 5,640 5,640 


Provisional advances to the State— 
(a) Regularisation of previousadvances 12,998 12,999 12,272 


(6) New advances ~ > .. 12,998 5,400 7,500 
LIABILITIES. 
Note circulation .. .. 86,651 89,342 87,688 
Current and deposit accounts (total) -. 15,128 15,744 17,235 
Of which—- 
Treasury ; i ae ie 157 ti2 112 
Caisse Autonome aa ass _ 1,913 1,913 1,843 
Private accounts re 6s «+ 32,930 13,500 15,165 
Sundry .. é “d a 129 105 II5 
Total of sight liabilities 28 es .. 101,779 105,086 105,120 
Percentage of gold cover .. wa -- 63°23% 57°44% 54°67% 


The Frs. 3 milliards of gold were transferred from the 
Central Bank to the Exchange Equalisation Account in 
order to provide the latter with foreign exchange. Al- 
though the apenas of that institution are enveloped 
in complete secrecy—no information is available, for 
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instance, regarding the volume of internal gold purchases, 
which may be estimated at about Frs. 1 milliard since 
December—this new transfer clearly indicates the extent 
of the pressure on the franc. It is impossible to estimate 
the resources at the disposal of the Exchange Equalisation 
Account for meeting the demand for sterling and dollars, 
but it seems probable that the British credit of £40 mil- 
lions came at an opportune moment for their replenish- 
ment. 

The credit was granted to the railway companies 
after rather difficult negotiations. Its original amount 
was supposed to be £50 millions, but at the last moment 
certain members of the syndicate came to the conclusion 
that the transaction constituted too long a mobilisation. 
Although theoretically it is not secured by gold, the 
credit in que stion nevertheless constitutes a new charge 
on the gold reserve of the Bank of France, as in the case 
of the credit of February, 1936. 

Consequently, the position of the Central Bank has 
been subject to much discussion during the past month. 
On January 16, M. Lemaigre vane suil, Chairman of the 
Taxpayers’ Association and a member of the new Board 
of the Bank of France, contributed an article to Le Journal 
in which he claimed that on the occasion of the reassembly 
of Parliament the Bank of France should be forced to 
separate in its returns the commercial bills and Treasury 
bills in the item of ‘ Discounts,” and to indicate the 
percentage of the Central Bank’s claims against the 
Government. An official statement issued by the Finance 
Ministry categorically denied that the Government had 
exceeded the maximum limit of its borrowing from the 
Bank of France, but it did not furnish concrete informa- 
tion about the total of Treasury bills discounted and 
indirect advances to the Government, apart from the 
direct claims totalling, on February 5, Frs. 28,611 millions, 
and representing over 25 per cent. of the assets and over 
50 per cent. of the metallic reserve. 

It is beyond doubt that the Government has been 
unable during the past six months to finance its normal 
and extraordinary expenditure either by taxation or by 
normal borrowing. It has resorted to monetary inflation 
to an increasing degree. It is certain that the reorganisa- 
tion of the Bank of France and the change of its Board, 
in W which Government officials now predominate, prepared 
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and facilitated this inflation. The uneasiness about the 
monetary situation found expression in Parliament in 
the course of the debates during the first half of February. 
In the Chamber, M. Vincent Auriol was subject to sharp 
criticisms by M. Fernand Laurent and by M. Paul 
Reynaud. M. Laurent pointed out that the Frs. 36 mil- 
liards needed by the Finance Ministry should not be 
raised by inflationary methods. He estimated the Trea- 
sury’s requirements for 1937 at Frs. 55 milliards. M. Rey- 
naud dealt with the London credit, stating that the 
Government was unable to place its securities in Paris 
and that the railway companies were able to raise funds 
only at the cost of increasing the discount rate, which 
was detrimental to French trade. He also pointed out 
that after having placed an embargo on gold exports, the 
Government itself earmarked practically Frs. 4 milliards 
for the Bank of England. In his reply, M. Vincent Auriol 
declared himself opposed to a new devaluation, and also 
to exchange control and economic autarchy. He an- 
nounced a “scheme of reorganisation of the railways, and 
various measures to check the rise in prices. 

In the Senate Finance Committee, M. Caillaux, 
President of that Committee, declared himself particularly 
concerned about the rise in retail prices. He pointed out 

that such a rise would nullify the effect of the devaluation 

of the franc, since the object of that change was to re- 
adjust F rench prices to the world level. He denounced the 
social reform measures as the cause of the rise in the cost 
of living, and demanded the suspension of the application 
of the 40-hour week. He also contested M. Auriol’s state- 
ment that the deflationary policy was futile, and declared 
that without the courageous efforts between 1932 and 
1936 the budget situation would have become disastrous. 
M. Caillaux admits that the present Government does not 
bear the full responsibility for the situation, but he 
criticises the policy of inflation pursued by it. 

The authorities continue to build their hopes, however, 
on the recovery of trade brought about by devaluation. 
They regard the coming International Exhibition as the 
beginning of a new era of prosperity. Certain indices 
appear to justify in part this optimism. Beyond doubt 
the yield on taxation increased in December and January, 
and stimulated by rearmament expenditure, various 
trades have become prosperous. 
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The following figures show the changes in the Balance 
Sheet items of the four leading commercial banks. 
July 31, June 30, Nov. 30, 
1935 1936 = 1936 
(Millions of francs) 


ASSETS. 

Cash and coupons. . - - i 4,516 3,644 3,365 
Balances with banks os is Ne 1,282 1,861 2,244 
Discounts and Bons de la Défense 

Nationale a ia ir ae 17,295 14,821 17,105 
Advances ‘a a ea 1,367 1,269 ~=s-:11,, 481 
Current account debtors .. wa “s 7,498 7,357 7,191 

LIABILITIES 

Capital and Reserve is és re 2,875 2,877. 2,877 
Current accounts and deposits— 

On sight oa wa a Pr 28,093 25,022 27,467 

On time .. gis ” ath 5% 7II 633 547 
Drafts payable... “3 ws - 293 393 453 
Percentage of liquidity .. + .. 15°68% 14°20% 12°01% 


Although the value of foreign trade increased from 
Frs. 36,470 millions in 1935 to Frs. 40,852 millions in 
1936, the adverse balance emenee to nearly Frs. to mil- 
liards compared with Frs. 5$ milliards in 1935. The 
devaluation did not appear to ‘have brought any relief to 
the trade balance during the last few months. It is true 
that the deficiency of agricultural crops affected the trade 
balance. Nevertheless, the success of the economic 
experiment of the Front Populaire in this sphere will 
depend upon its ability to check the rise in internal 
prices. For the moment the budgetary deficit and the 
urgent requirements of the Treasury remain the principal 
preoccupation. According to the solution of this problem 
the franc will be maintained at its present level or the 
exchange will depreciate to its lower legal limit of 43 
milligrammes of gold, equivalent to about 112 francs to 
the pound, compared with 105 francs at present, without 
thereby excluding other solutions within the framework 
of the Tripartite Agreement. 


Latin America 


By a Correspondent 
HE recovery in the Argentine export markets during 
the last few months of 1936 has been such as to 
impart a general spirit of decided optimism in the 
future of the Republic. The heavy exportation of grain, 
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at rising prices, has greatly exceeded expectations in 
the earlier part of the year, when Argentine exportation 
was considerably lower than at the same period in 1935. 
In the result, the total value of Argentine exports for 
1936 reached 1,652 million pesos, compared with 1,569 
millions in 1935. The actual volume of imports increased 
by 5 per cent., but owing to lower prices, the aggregate 
value decreased by the the same percentage to 1,116 
million pesos so that Argentina closed the year 1936 with 
an export surplus of 536 million pesos. This compares 
with only 394 million pesos in 1935, and in fact is compar- 
able with the surplus registered in the boom year of 1928. 

The figure of 400 million pesos was generally accepted 
a few years back as representing the level to which 
Argentina’s export surplus must attain in order to 
establish equilibrium in the international balance of 
payments. It is therefore apparent that in 1936 this 
figure was probably exceeded by over 25 per cent. 
Moreover, a steadily decreasing amount is now necessary 
to equilibrate the balance of payments, due to the 
substantial savings being effected—or already effected—in 
the sums necessary for the service of the foreign debts, due 
to many large conversion or redemption operations 
recently carried through. In this respect, the out- 
standing U.S.A. dollar debt is now being dealt with. 
Internally, a new loan for 100 million pesos was recently 
issued at the interest rate of 4 per cent.—the lowest 
rate yet recorded for an Argentine internal loan. The 
satisfactory state of the national credit is also reflected 
in the fact that the yield of Government securities is 
now below 5 per cent., whilst Treasury bills, the issue of 
which by tender has now become a regular feature in 
Buenos Aires, are subject to keen competition by the 
banks and are placed at low rates of interest. For 
example, a line of these bills was allotted in the first week 
in December, for a total of 18 million pesos, at rates of 
interest varying from 2 per cent. per annum at 30 days 
to 2} per cent. at go days. The latter feature also reflects 
the very keen competition between banks for acceptable 
business, interest rates having fallen to the lowest point 
yet recorded, owing to the improving economic conditions 
as well as the plethora of funds resulting from the 
revaluation of the gold stocks in 1935. 

Good average crops of wheat and linseed are now 
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assured and are coming on the market. Weather con- 
ditions are also very favourable for the growing maize, 
due to be marketed in the Spring, and these two factors 
should impart continued activity to the Argentine 
=_— trade for some months ahead. Owing to the 

bnormally heavy grain shipments, there is an ample 
supp ly of foreign exchange which has resulted in the 
Government reducing the selling rate for official exchange 
on December 10 from 17 to 16 pesos per £ sterling. The 
goes agp official statement explained that the 
buying rate was being maintained at 15 pesos in order 
that the margin between that rate and the new selling 
rate might permit the Government to reimburse itself 
for any possible loss in the service of the public debt 
until the fiscal situation permitted recourse to other 
resources and to face any eventuality which might arise 
in the international economic situation. With regard 
to the reserve formed out of exchange profits accumulate d 
to date, the Government would in due course propose to 
Congress a method of disposing thereof in accordance 
with the intentions expressed at the time of forming the 
reserve. In this manner, the communiqué adds, the 
Government considers that it harmonises the necessity 
to discard progressively the emergency mechanism en- 
forced by the crisis of 1933 with the prudent policy of 
retaining some part thereof until circumstances warrant 
its total elimination. Meanwhile, the statement con- 
cludes, the Government is complying with its promise 
to the country to return gradually to monetary normality 
sO soon as circumstances should permit, and hopes to 
fulfil this in its entirety so soon as the principal world 
powers decide to settle the question of definite monetary 
stabilisation. 

Prior to the reducing of the official selling rate, the 
Argentine Government on December 2 suspended the 
guaranteed minimum prices for wheat and _ linseed, 
thereby fulfilling its promise to restore liberty to the 
grain market as soon as world conditions allowed. 
Early in January, 1937, the guaranteed minimum price for 
maize was also suspended although the Grain Regulating 
Board remains in existence for the time being as a 
gy measure. 

The “ free’ exchange rate now approximates closely 
to the official rate, and Argentina could safely abolish all 
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exchange control immediately, but the control system 
is involved by commercial treaties with certain countries, 
including Great Britain. The terms of the new Anglo- 
Argentine Trade Agreement signed in London on Decem- 
ber I, 1936, are now generally well known, and the 
Argentine Government has requested Congress to give 
prompt approval to the measure, the official view being 
that it is the best possible working arrangement under 
present circumstances. While it does not wholly satisfy 
Argentine aspirations, it does assure the meat industry 
of a steady market until 1939, as well as a period of 
security in the commercial relations with the United 
Kingdom. The Argentine Government meanwhile 
intends to seek new meat markets abroad, and special 
emphasis has been laid on the potentialities of the market 
in Germany, with which country a new Trade Agreement 
has just been signed. From the British exporters’ point 
of view, it is important to note that the Argentine 
apparently intends to continue the system of prior 
permits, which impli es the payment by many com- 
petitors of a surcharge of up to 20 per cent. on the official 
exchange rate. The system is also advantageous from 
the Argentine point of view, inasmuch as it enables the 
Republic to direct the course of foreign trade on the basis 
of reciprocity. 

The Argentine banking situation continues very liquid, 
and, apart from minor deposits in gold, total deposits in 
the Buenos Aires banks in paper pesos amounted at 
end-October, 1936, to 3,538 million pesos, against 3,510 
millions at end-Septe1 nber, while discounts and adv ances 
aggregated 2,138 million paper pesos, against 2,140 
millions. Cash reserves —excluding small gold items— 
totalled 1,152 million paper pesos, against 1,066 millions. 
The statement of the Argentine Central Bank on Decem- 
ber 15 showed a ratio of 89:79 per cent. of total gold and 
foreign exchange held against combined note circulation 
and sight liabilities. The general recovery in business 
conditions during 1936 is reflected in bank clearings, 
which in that year aggregated 35,169 million paper pesos 
compared with 32,265 millions in 1935, and 28,241 
millions in 1934. The total for December, 1936, was 
25 per cent. above that in the same month of 1935, at 
4,077 million paper pesos. 

Brazil’s latest foreign trade statistics indicate still 
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further siiiiiaiene nts on 1935. Total exports for Janu- 
ary—November, 1936, were valeed at 435,234,240 (gold), 
against {30,057,887 (gold) in the same period of 1935, 
and, with imports worth {27,126,300 (gold), against 
£24,967,830 (gold), the net export surplus at end- 
November, 1936, was £8,107,940 (gold), against £5,090,057 
at the comparable date in 1935. Over the past few 
years there has been a gradual decline in the total value 
of coffee shipments from Brazil, and other producing 
countries are steadily increasing their quota of supplies 
to world markets. The decline in Brazil’s coffee exports, 
however, is being compensated for largely by increased 
shipments of other commodities, notably cotton, fruit, 
and meat products. Indeed, it is becoming increasingly 
evident that the maintenance of the export trade and of 
the export surplus at their present levels is dependent 
upon the relatively new Raga -growing industry, mainly 
centred in the State of Sao Paulo. Great Britain is the 
largest market for Brazilian cotton and for most other 
products besides coffee, and it is therefore to be hoped 
that regard will be had for this fact in setting any limit 
to compensation business with Germany, which has 
enabled that country recently to obtain the leading place 
in the list of countries supplying goods to Brazil. 

The Brazilian exchange market has continued normal 
and there appears no danger of any further accumulation 
of blocked commercial funds such as that which was cleared 
up on United Kingdom and United States account in 
March, 1936. The satisfactory supply of exchange arises 
not only from the larger export surplus but also from the 
influx of capital mainly from North America to finance 
further cotton production. There is also reason to believe 
that the export totals of Brazil’s official trade returns are 
undervalued. At the present level of exports, the quota 
of 35 per cent. exchange delivered to the Government for 
official requirements is ample to meet the service of the 
Aranha debt scheme which comes up for revision in 
September, 1937. It may be mentioned, however, that 
in the case of exports to countries with blocked currencies, 
and, in particular, Germany, which have compensation 
agreements with Brazil, the 35 per cent. of exchange is 
deliverable in the respective blocked currencies, so that 
the recorded surplus of export trade is not an entirely 
freely disposable sum. 
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Following the recent conference in Bogota (Colombia) 
between the American coffee-producing countries—in- 
cluding Brazil—prices have improved, but in the case of 
Brazil this is very evidently largely due to official support. 
There is increasing criticism in Brazil itself of the official 
efforts to stabilise the industry. The increasing regimen- 
tation is much deprecated, and there is growing realisation 
that the problem must be tackled at the production end. 
Already, indeed, many agriculturists are turning from 
coffee to cotton production. 

The commercial situation in Brazil is normal and the 
money market easier. Owing to the financing of agricul- 
tural production through the rediscount department of 
the Bank of Brazil, there is steady increase in the note 
circulation, the total at end-1936 having been 4,029,845 
contos compared with 3,612,000 contos at end-1935. 
Official statistics compiled up to end-September, 1936, 
showed expansion in the volume of sight and term 
banking deposits throughout Brazil, the figures com- 
paring as follows with those twelve months earlier, given 
in parentheses : total bills discounted, 3,153,280 contos 
(3,442,080) ; current account advances, 4,470,050 contos 
(4,741,350); cash in hand, 741,640 contos (676,460) ; 
current accounts, 5,909,390 contos (5,608,270); fixed 
deposits, 2,291,580 contos (1,972,000). 

Whether or not it is the intention of Chile to endeavour 
to induce the United States and Great Britain to conclude 
“compensation ’’ agreements with her, the fact remains 
that foreign exchange transactions in sterling and dollars 
are very difficult. On the other hand, “‘ compensation ”’ 
exchange appears to be readily forthcoming for Germany 
and other countries with whom such agreements exist. 
The outstanding feature of Chile’s foreign commerce 
continues to be the marked expansion in trade with 
Germany, imports from that country in the first nine 
months of 1936 having totalled 73-1 million pesos (of 6d. 
gold), compared with 38 millions in the same period up 
to 1935, whereas imports from Great Britain declined to 
34°4 million pesos, against 43-4 millions. 

The exchange position is aggravated by the many 
changes in regulations—often varying in different places 
at thesame time. In an endeavour to check the deprecia- 
tion in the peso in the ‘‘ export ” exchange market—the 
legitimate trading market for sterling and dollars—the 
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xchange Control have for some months past fixed the 
rate at 26 pesos per U.S. dollar with sterling at the 
corresponding cross rate. Arbitrage operations are not 
always permitted, and funds registered with the local 
Exchange Board in sterling may sometimes be used only in 
payment of imports invoiced in that currency, and similar 
rulings govern United States dollars. 

Commercial conditions in Uruguay are very satis- 
factory and the new wool clip is being readily disposed of. 
Paraguay is also making re markable recovery from the 
effects of the Chaco war. In Central America, the coffee 
crops have turned out well and are selling at higher prices, 
which has inspired a general atmosphere of mild optimism. 


International Banking Review 
ITALY 

O further progress has been made, during the 
N month under review, towards the return of normal 

banking relations between this country and Italy. 
As far as is known, no acceptance credits have been 
granted by London banks, and the volume of agency bills 
remains very small. It is believed that most of the 
Italian agency bills have been used for financing Italian 
imports from France and other countries, and holders 
prefer to retain the bills rather than discount them in 
London. The Anglo-Italian clearing agreement seems to 
be working satisfactorily, and there is reason to hope that 
the arrears will be cleared in the course of this year. 
This fact should encourage the restoration of normal 
banking relations, but banks continue to be reluctant to 
reopen their lines to their Italian customers as there are 
still no figures available regarding the Italian position. 
[t is expected that the annual report of the Bank of Italy 
and the leading commercial banks, which will be pub- 
lished some time during March, will contain much in- 
formation to indicate the ch: unges in Italy’s position since 
the publication of figures was suspended. Even so, the 
uncertainty of the political outlook tends to discourage 
the resumption of the granting of credits to Italy. 


HOLLAND 
The Dutch banks continue to benefit by the influx of 
capital and the revival of trade following upon the 
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devaluation of the gold bloc. The annual report of the 
Rotterdamsche Bankvereeniging gives an idea of the 
extent to which banks benefited ‘by the change even 
during the brief period between the devaluation and the 
end of 1936. The liquid assets of the Bank rose during 
1936 from FI. 103-2 to Fl. 136-1 millions, and its current 
liabilities from Fl. 162-2 to Fl. 200-7 millions. Net 
profits showed an increase by Fl. 1-1 millions. 


SWITZERLAND 

The improvement in Swiss banking following upon 
the devaluation has been even more marked than in 
Dutch banking. The net profits of the Swiss Bank 
Corporation, for instance, advanced from Sw. 
Frs. 8,256,000 in 1935 to Sw. Frs. 9,299,000 in 1936. 
The total assets increased by Sw. Frs. 34 millions to 
Sw. Frs. 1,389 millions. Cash has advanced from Sw. 
Frs. 107 millions to Sw. Frs. 310 millions. 

The liquidation of the banking difficulties brought 
about by the prolonged period of depression prior to 
devaluation is making progress. The moratorium granted 
to the Banque Commerciale de Bale will expire in April, 
and it is expected that the bank will be reorganised and 
resume normal activity. 

SWEDEN 

Though so far only a limited number of joint-stock 
banks have published their annual reports, a common 
rule seems to have been to follow a policy of consolidation 
rather than to aim at higher profits and increased divi- 
dends. While all the joint-stock banks have tried to 
reduce to a minimum their most vulnerable assets, the 
share portfolios, profits on sales of industrial holdings 
have been used for creating hidden reserves to meet a 
future depression. Industry’s saturation of funds, which 
in many cases has caused reduced lending possibilities 
lor the Swedish banks, has on the other “hand offered 
these banks large opportunities for reviving frozen assets 
and consolidating their own position. The Svenska 
Handelsbanken, which with assets totalling Kr. 1,342 
millions, still holds the first place among Swedish com- 
mercial banks, reports increases for advances as well as 
deposits at an average of about Kr. 20 millions. Following 
this increase in earning assets, income from interests has 
advanced from Kr. 21-5 millions to Kr. 22-1 millions, 
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while income from commission and exchange profits has 
risen from Kr. 7 millions to Kr. 8-3 millions. As a result 
the Board was able to strike net profits at Kr. 10-7 
millions, compared with Kr. 8-6 millions, and raise the 
dividend from 7 to 8 per cent. The outstanding feature 
of the Goeteborgs Bank’s activity in 1936 was the reduc- 
tion of its holdings in industrial concerns by Kr. 7-9 
millions. Substantial profits have been made on these 
sales, though they are not shown in the Profit and Loss 
Account. Against a slight reduction of general expenses 
the Bank reports an increase in income from interest 
from Kr. 7-3 millions to Kr. 7-9 millions and for income 
from commission, credit fees and from bonds from Kr. 2-9 
millions to Kr. 3-1 millions. Net profits were struck at 
Kr. 4-2 millions, compared with Kr. 3 millions and the 
dividend on common stocks was raised from 3 to 4 per 
cent. 

Throughout January deposits at the joint-stock banks 
showed a ‘marked i increase of Kr. ror millions to a total 
of Kr. 3,935 millions. Though an influx of fresh money 
to the banks has certainly taken place, the increase is 
largely due to crediting of interests on deposits of different 
kinds. At the same time there occurred a marked 
decline in advances of Kr. 28 millions to a total of 
Kr. 3,964 millions, caused by a fall in demand for fresh 
credit accommodations, regularly occurring at this time 
of the year. Simultaneously with the erowth of deposit 
accounts the bank’s cash and at Bank of Sweden holdings 
ran up to the record figure of Kr. 597 millions, or about 
15 per cent. of the volume of advances. A contributing 
factor to this development was certainly also a noticeable 
flight from foreign currencies to the krona, which reduced 
the joint-stock banks’ foreign currency holdings by 
Kr. 55 millions to the balance of Kr. 106 millions. These 
sales of foreign holdings were caused by rumours of a 
forthcoming reduction of the sterling rate. These rumours 
at present have no foundation, since a reduction of the 
sterling rate will not be considered until the present rise 
in raw material prices begins to affect the cost-of-living 
in this country. The influx of foreign currency from the 
joint- -stock banks to the Bank of Sweden has been used 
by the latter to redeem the Swedish 33 per cent. State 
Bonds held abroad. While the Bank of Sweden’s gold 
reserve did not undergo any change in January, the 
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Bank’s holdings of foreign State Bonds contracted from 
Kr. 70 millions to Kr. 2 millions, a change which con- 
tributed to the rumours of a forthcoming lowering of the 
sterling rate. In actual fact the contraction was due to 
the redemption of British State Bonds carried in the 
portfolio of the Bank of Sweden. Notes in circulation 
declined from Kr. 893 millions to Kr. 827 millions, which 
is still an unusually large volume. 


BELGIUM 


Fears that the strong technical position of the National 
Bank might be impaired as a result of the devaluation of 
the gold bloc currencies have failed to materialise. The 
Bank’s annual report points out that the gold reserve 
has increased during 1936 by 1,400 million belgas. The 
annual report lays stress on the co-operation established 
through the Tripartite Agreement and explains the 
measures taken to safeguard the belga against excessive 
pressure caused by the breaking up of the gold bloc. 


SPAIN 


Most of the leading Spanish banks have established 
new head offices in insurgent territory. In some instances 
the majority of the Directors escaped to insurgent territory 
and the former managements have established themselves 
at Burgos. Attempts made to link up these banks with 
foreign markets have not been particularly successful, 
owing to the reluctance of banks in London and elsewhere 
to open accounts for them. It is feared that, owing to 
the obscurity of the legal position, such accounts might 
become the source of much litigation. 

There has been a change in the management of the 
London office of the Bank of Spain. Senor Valls has 
been relieved of his functions, presumably on the grounds 
that his son is supposed to be in General Franco’s army, 
and in spite of the fact that he himself has been strictly 
non-political throughout the Civil War and that, in fact, 
the Burgos Government is said to have sentenced him to 
death because he refused to turn over the London office 
of the Bank of Spain to the insurgents. The Valencia 
Government has now replaced him by one of its nominees, 
but the London bankers of the Bank of Spain are not 
satisfied that the credentials of the new manager are 
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legally valid. As a result, the London balances of the 
Bank of Spain have become virtually blocked until the 
situation is cleared up. 
HUNGARY 

The Hungarian National Bank decided to reduce its 
dividend for last year, presumably in order to induce the 
other banks to adopt a conservative dividend policy 
Even though the profits of the commercial banks showed 
a marked increase—for instance, the Hungarian Com- 
mercial Bank of Pesth increased its profit by 25 per cent. 
—the dividends remain unchanged. The policy of the 
National Bank has the sanction of the Finance Minister, 
who recently stated that it was the function of the banks 
to grant loans rather than to pay dividends. 


YUGOSLAVIA 

It is hoped that the new regulation for the settlement 
of agricultural debts will assist the banks to realise some 
of their frozen credits. According to the new regulation, 
the amount of agricultural debts is halved, and the banks 
are compensated for the loss by Government bonds, 
eligible for rediscount at the National Bank. The re- 
duction in the amount of the debts and the bumper 
harvest justifies a certain amount of optimism regarding 
the unfreezing of some of these debts. Such improvement 
was badly needed since, owing to the large number of 
banks who had to apply for moratorium, confidence in 
the banks has suffered considerably since 1931. Conse- 
quently, as far as it was possible, deposits were transferred 
from the banks to the State Mortgage Bank and the Post 
Office Savings Bank. 


Books 


Wori_p TRADE AND ITS FuTuRE. By SIR ARTHUR 
SALTER. (London, 1937 : Oxford University Press. 

Price 7s. 6d. net.) 
SIR ARTHUR SALTER is among the economists who do 
not believe in the return of /aisser-faire. He is convinced 
that the export of capital will have to remain under 
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strict control and that there will be an increased tendency 
to require that capital lent by a country should be spent 
in purchasing goods from that country. He is against 
returning to the old system of allowing the bs lances of 
yayment to look after themselves. Sir Arthur Salter 
advocates the planning of foreign trade, which would 
involve not only the limitation of imports considered 
undesirable, but also the encouragement of imports 
which are welcome. All these and many other views 
expressed in the neat volume are doubtless condemned 
in orthodox quarters as unpardonable heresies. This is, 
however, not Sir Arthur’s fault, but the fault of those 
economists who refuse to move with the times. Most of 
Sir Arthur’s conclusions appear to be based on realism 
and common-sense, and sooner or later will be widely 
recognised as such. To-day’s heresies will be to-morrow’s 
recognised principles, and vice versa. 


VALUE THEORY OF BusiINEss CycLes. By H. L. 
McCraAckEN. New York, 1936. (London : McGraw 
Hill Publishing Co. Price 24s. net.) 

Tuts book contains a survey of the various theories 
of the business cycle. It gives a brief account of the early 
history of banking. The business cycle theories of Irving 
Fisher and J. M. Keynes, and the studies of the 
Brookings Institute are examined in particular detail. 
The author carefully abstains from obscuring his book 
by the inclusion of graphs and mathematical formule, 
which has come to be regarded to an increasing degree as 
an indispensable part of the discussion of any profound 
subject. The omission doubtless increases the value of 
the book to the lay reader. 


THE First PRINCIPLES OF PUBLIC FINANCE. By ANTONIO 
DE VITI DE Marco, translated by E. P. MARGET. 
(London, 1936: Jonathan Cape. Price 16s. net.) 

ALTHOUGH English financial literature is rich in good 
books on public finance—we have recent editions of books 
on the subject by Sir Josiah Stamp, Professor Findlay 

Shirras, Lord Kennet, Dr. Hugh Dalton, to mention only 

a few —the translation of an Italian standard work on the 
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subject is by no means superfluous. The book is obviously 
the result of years of careful thought, and presents the 
subject to the English reader from a new angle. Its least 
satisfactory section is that dealing with the issue of 
inconvertible paper money as a means of Government 
financing. 


COMMERCE AND Society. A Short History of Trade and 
its Effect on Civilisation. By W. F. OAKESHOTT. 
(London, 1936: Oxford University Press. Price 
7s. 6d. net.) 


THE importance of economic history is gradually 
becoming recognised, and there is a growing literature 
dealing with the economic evolution in various countries. 
The number of books giving a survey of the economic 
world trend is, however, by no means excessive, and Mr. 
Oakeshott’s v olume i is theref fore a welcome addition. It is 
written in a readable and stimulating manner. There is 
much reference to banking dev elopments i in Egypt during 
the medizval ages and the Renaissance, etc. The volume 
contains interesting charts and maps. 


Diz ENGLISCH-AMERIKANISCHEN GELDMARKTBEZIEHUN- 
GEN UNTER DEM GOLDSTANDARD. By H. H. 
HOHLFELD. (Stuttgart, 1936: C. E. Poeschel. 
Price Rm. 12 net.) 


Books dealing with the theoretico-technical problems 
of international transfers are few and far between, and 
Dr. Hohlfeld’s small volume constitutes a welcome addi- 
tion to the existing literature on the subject. He tackles 
his task thorous ghly and with a remarkable grasp of both 
the broad theoretical principles and the technical details. 
The author has acquired a complete knowledge of the 
organisation and technique of the London and New York 
markets, and even though he is at a disadvantage com- 
pared with those who write about these markets with the 
experience of a lifetime, he nevertheless succeeds in 
drawing attention to several hitherto neglected points of 
detail. In addition, he pays more attention to the rdle 
of forward exchange in connection with relative interest 
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rates and international transfers than most writers cover- 
ing similar fields. Moreover, many of the well known 
facts of the period 1925 to I9g3I are viewed from an 
original angle. For anyone who possesses a thorough 
knowledge of the German language, the book is certainly 
worth reading. 


JAY COOKE, PRIVATE BANKER. By HENRIETTA M. 
Larson. Cambridge, U.S.A., 1936. (London: 
Oxford University Press. Price 21s. net.) 

In 1843, when twenty-one years of age, Jay Cooke 
became a partner in the Philadelphia banking house of 
E. W. Clark & Co. He was given an eighth share in the 
profits of the firm, and as he made no contribution of 
capital, his membership of the firm was clearly in recog- 
nition of his ability. He established his own bank, Jay 
Cooke & Co., in Philadelphia in 1861, and became the 
successful financier of the North in the Civil War by 
means of vigorous selling of Government bonds amongst 
small investors. After the war he was the largest dealer 
in Government securities in the United States, but when 
in later post-war years business decreased, he turned his 
attention to railroad finance, assuming the work of 
financing the construction of the Northern Pacific in 1869. 
Miss Larson has written an absorbingly interesting life 
of one of the greatest financiers of his day. 


BALANCES OF PAYMENTS, 1935. League of Nations, 
Geneva. (London: Allen and Unwin. Price 
6s. net.) 


THIS annual volume on international balances of 
payments constitutes one of the most valuable contri- 
butions of the League of Nations to international financial 
statistics. Although the delay of more than twelve 
months in its publication reduces the value of the 
material for the practical requirements of bankers, it is 
nevertheless useful for reference purposes. The statement 
and analysis of the balances of payments of the various 
countries is preceded by a summary statement which 
contains some interesting material concerning the inter- 
national movements of long-term and short-term capital. 
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The total of international long-term investments is 
estimated at somewhat under 35 milliard “old” gold 
dollars of 1.50463 grammes of fine gold. The information 
supplied in the balance of payments accounts concerning 
short-term capital operations is scanty and incomplete. 
In this respect the United States is practically the only 
country which publishes fairly adequate material. The 
fall in the gold value of international interest and dividend 
payments between 1929 and 1935 is estimated to exceed 
two-thirds, if account is taken only of amounts actually 
transferred to the creditor countries. The fall in the 
total emigrants’ remittances is estimated to be even 
more pronounced. It is interesting to note that in 1929 
tourist spendings represented about 5 per cent. of the 
value of visible trade. It is believed that the fall since 
1929 was approximately the same as that of commodity 
trade. 


COINS OF THE MODERN WoRLD, 1870-1936. By M. 
COMENCINI. (London, 1937: Methuen & Co. 
Price 7s. 6d. net.) 

THE publication of this little book is a welcome event 
for banks, as it meets a very genuine need. Since the 
publication in the United States of the catalogue of 
Scott & Sons, which have been out of print for some time, 
there has been no such reference book available covering 
the same period of time. Cashiers in foreign departments 
have to look up various out-of-date or incomplete 
resources and additional circulars in order to get the 
information they require. Although the book is addressed 
primarily to the small but increasing army of coin- 
collectors, it will be a great help to bankers, especially as 
it is very compact and easy to handle. 


PUBLICATIONS RECEIVED 
FOREIGN EXCHANGE AND FOREIGN BILts. By W. F. 
SPALDING. Tenth edition. (London, 1937: Sir 
Isaac Pitman & Sons. Price Ios. 6d. net.) 
VOLKSWIRTSCHAFTLICHE THEORIE DER OFFENTLICHEN 
INVESTITIONEN. By Dr. HAwns __ RICHTER- 
ALTSCHAFFER (Leipzig, 1936: Duncker und 
Humblot. Price Rm. 8.50 net.) 
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Bank Meeting 





DISTRICT BANK 





EARNING CAPACITY 


FULLY MAINTAINED 





« NEW INDUSTRIES 


IN LANCASHIRE 





COTTON E XPOR’ 


TO INDIA 


SIR R. NOTON BA 


RCL AY’ S “REVIEW 





HE Annual Meeting of Steannaliliainn of 
t District Bank Limited, was held at the 

Head Office, Spring Gardens, Man- 
chester on Friday, January 29. 

The Chairman, Sir. R. Noton Barclay, 
presided. After referring to the resignation 
of Sir Christopher Needham, he said: You 
have before you the accounts for the past 
year, and I will refer in the first place to the 
balance-sheet. 

There is no change in the capital or reserve 
fund, which are equal in amount, a position 
enjoyed by only one other large bank. 
Current, deposit, and other accounts show an 
increase of more than £5,000,000 on last 
year’s figures. 

A rise of nearly £1,000,000 to £6,250,319 in 
the item endorsements, guarantees, and other 
obligations reflects to some extent a larger 
volume of business handled by our foreign 
department. The corresponding respon- 
sibility of customers to the Bank is shown in 
the contra item. 


Our assets are rather higher than last year. 
Money at call and short notice is more than 
£[4,000,000 up, and shows to some extent how 
the additional deposits were employed. On 
the other hand, bills of exchange show a fall of 
{1,500,000, the bulk of which is due to the 
redemption of Treasury Bonds included in this 
item last year. 





le investments at 29,398,248, are 
pproximately the same amount as a year 
igo, though you will observe that our holding 

1 British Government securities has been 
increased and of other investments reduced. 
The market values of our investments, I 
might mention, are considerably in excess of 
the book values. 





The advances at £27,398,273 show a 
gratifying increase over last year and reflect 
the improvement in trade experienced during 
he last few months. The debts are well 
spread, and full provision for all bad and 
loubtful debts has been deducted. 








_, With regard to the Bank property, which 

tands at £1,553,789, this is rather lower than 
a year ago. {£50,000 has been provided in 
this year’s accounts, and there have also been 
some re alisations of redundant offices. On 
the other hand, we have continued to 
expand and have opened a number of new 
branches, including an office in Birmingham. 


In addition the expenditure on the Head 
Office alterations and extensions, which are 


now completed, is included. 
PROFIT AND LOSS ACCOUNT 

I refer you now to the ape and loss 
account. You will see that the net profit for 
the year aft« T payment of all expenses, includ- 
ing directors’ fees, and after full provision for 
all bad and doubtful debts, contingencies, and 
income tax, amounts to £490,324. This com- 
pares with £419,589, but it must be remem- 
bered that we had not a full year’s profits from 
the County Bank last year. 

With £261,103 brought forward there is 
39 ‘refore £751,427 available, and as you will 

> from the report we have appropri ated to 

the pensions and annuities fund £70,000, and 
to the Bank property item £50,000. After 
these dispositions have been effected and 
provision made for the dividend at the same 
rate as last year, there remains to be carried 
forward to the next year’s accounts the sum of 
£269,236. : 


The difficulty of employing short monies at 
remunerative rates has persisted in the past 
year, and there is as yet no change in these 
conditions. It is, of course, necessary to keep 
a large proportion of our resources in a liquid 
state, and it is satisfactory to note that in 
spite of the low return on such funds the 
earning capacity of the Bank is more than 
maintained. 


The continued increase which is shown in 
the number of our accounts is encouraging. 
Statistics show that, although there has been 
little change in the distribution of capital in 
the last twenty-five years, the growth of the 
national capital has added considerably to the 
number of people whose incomes bring them 
into the classes from which bank customers are 
drawn. There is no reason why we should not 
anticipate a further increase of capital in the 
years which lie immediately ahead with a 
corresponding increase in the number of 
Bank customers. 


STAFF WELFARE 


I feel that I should refer to statements 
which have recently appeared in the press 
regarding the remuneration of our staff. I 
welcome the opportunity of doing so, because 
those statements have not represented the 
facts, and I hope that you, as shareholders, 
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have not been misled by the propaganda 
which has been circulated. I need scarcely 
say that the welfare of our staff is a matter of 
greater concern to us than it can be to the 
officials of any outside organisation which 
attempts to intervene, and it is our constant 
endeavour to see that the men and women 
who give us loyal service shall be enabled to 
live under conditions calculated to promote 
their welfare and happiness 


COTTON 


The general improvement in the economic 
position in Great Britain has recently been 
reflected in an improved demand for yarn and 
cloth. There are no statistics available which 
show what proportion of the improvement is 
for home consumption and what proportion is 
for export, but from such figures as are 
available it is reasonable to deduce that the 
greater increase has been for home consump- 
tion. 


The total export of cotton yarns in 1936 
showed a slight increase as compared with 
1935 from 141,674,600 lbs. to 150,935,200 lbs. 
On the other hand, the yardage of cotton 
cloth exported fell by 1-6 per cent. Whilst 
our exports to countries other than India 
increased by 94,917,000 square yards, or 
6-7 per cent., this was more than offset by a 
decline in exports of cloth to India, which fell 
by 126,596,000 square yards, or 23 per cent. 


BRITISH BARGAINING 
POWER 


Various suggestions have been made that the 
Government should give assistance to 
Lancashire, but no concrete proposals have 
yet been put forward by any representative 
body. I feel sure that if any practical 
scheme cou!d be formulated for the benefit 
of the cotton industry as a whole it would 
have the Government’s sympathy. In the 
meantime the Board of Trade might give 
more assistance in view of the attitude of 
other nations and of our Overseas Dominions 
towards us. We have the power to bargain 
and we should use it. 


Negotiations are shortly to be initiated fora 
new commercial agreement with India, and in 
this connection the continued fall in our 
exports to that country is a factor which 
cannot be ignored. Owing to our large 
purchases we are in a particularly favourable 
position to bargain. Apart from any other 
imports from India, Lancashire last year 
increased her purchases of raw cotton from 
£3,493,548 to £5,004,291. The economic 
position of India is improving, and a larger 
demand for cotton and rayon goods, perhaps 
particularly the better qualities, may not 
unreasonably be looked for. In view of our 
contributions to Indian export trade we have a 
strong claim for terms which will allow us a 
fair share of their import trade. It is 
essential that everything possible should be 


done to arrest the grave decline in Lanca- 
shire’s exports to that country. 


NEW INDUSTRIES IN LANCASHIRE 


Lancashire is showing signs of success in 
her efforts to overcome the depression, and 
there is continuous adjustment to counter- 
act the loss of a considerable proportion of 
her cotton export trade. New industries are 
being established in the county, and East 
Lancashire especially is showing a welcome 
tendency in this direction. The year has also 
seen new industrial establishments set up in 
the Manchester area and an increase in the 
number of inquiries for business sites and 
premises. In the current year many firms 
have also acquired land for the purpose of 
xtending existing works. The Chairman of 
Trafford Park Estates has recently pointed 
out that “‘ sending goods from London to each 
of the 45 towns in Great Britain which hada 
population of over 100,000 necessitates their 
being carried a total distance of 8,487 miles, 
but sending goods from Manchester to each 
of these towns (including London) necessitates 
a carriage of only 5,220 miles. Manchester 
thus shows a saving of nearly 40 per cent. in 
distribution distance to the whole of Great 
Britain.”” It is satisfactory to note that the 
volume of traffic on the Manchester Ship 
Canal continues to improve, and that the last 
season has been a record one in the importa- 
tion of raw cotton to Manchester. 


THE OUTLOOK 


We look back upon a year in which there 
has been considerable recovery. This recovery, 
founded largely in the first place on building, 
both domestic and commercial, has in recent 
months expanded until practically all 
branches of industry are benefiting. Recently 
rearmament has taken a hand, and large 
orders placed by the Government are accen- 
tuating trade activity. 

As a country whose prosperity is still 
essentially bound up with the export trade, we 
must regard as serious any influence which 
might cause our costs and prices to rise above 
those ruling in other countries. For this 
reason, although we are not alone in indulging 
in large expenditure on rearmament, our 
position is somewhat vulnerable, as we may 
find ourselves at a disadvantage through our 
rising costs in competition with these other 
countries. The difficulty with which this 
country may yet be faced, and in fact the 
effect has been brought home to us already, is 
the sharp rise in prices of foodstuffs. Our 
competitors are not all so dependent on 
external sources of supply for these products, 
so that our cost of living may be dispropor- 
tionately raised. 

Past experience has taught us to expect 
depression to follow expansion, and with 
trade steadily on the up-grade our present 
problem is to provide against a repetition o! 
events which have led up to previous business 
recessions. 


The report and accounts were adopted. 
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LLOYDS BANK LIMITED 





A YEAR OF INCREASED GENERAL PROSPERITY 





IMPORTANCE OF 


RETAINING EXPORT CONNECTIONS 


PROSPECTS FOR CONTINUANCE OF TRADE ACTIVITY 


LORD WARDINGTON’S ADDRESS 





T= seventy-ninth ordinary general 
meeting of the shareholders was held on 
Friday January 29, at Southern House, 
Cannon Street, London. 


Lord Wardington (Chairman of the Bank) 
presided. 


The Chairman said : You will notice that we 
have re-transferred from our internal funds 
{500,000 to our published reserve. I have no 
doubt you recollect that in 1931 we took 
from our published reserve {2,500,000 in 
conformity with the action of most of the 
other banks, in order to supplement our 
internal investment reserve fund, which had 
been heavily depleted in consequence of the 
severe drop in the value of our gilt-edged 
investments. That sum has always remained 
intact, but as our investment reserve fund 
continued to grow as the result of realisations 
on arising market, we have from time to time 
restored to our published reserve part of the 
{2,500,000 we took from it. 


After this last re-transfer there is only 
{1,000,000 of the original sum still remaining 
in our internal fund, which no doubt will be 
restored in due course, as at present it seems 
unlikely to be required either for its original 
purpose or for the augmentation of any of our 
other internal funds. This transfer does not, 
of course, affect the strength of the bankin any 
way. That remains the same whether a 
reserve is advertised in our published figures, 
or whether it is hidden from view in the 
internal funds. But the proportion of our 
external reserves to our capital is less than is 
the case with other banks, and it is perhaps 
worth while rectifying this. The real security 
to the depositor is not the reserve alone, or 
the capital figure alone, but the two together, 
and in this latter respect we compare favour- 
ably with our neighbours. 


TOTAL OF DEPOSITS 


The next item on which I wish to comment 


is the total of our deposits, which at 
£406,000,000 show an increase of {6,000,000 in 
round figures as compared with last year. 
When we come to the other side of our 
balance-sheet you will see that our overdrafts 
have increased toa slightly greater extent. In 
other words, these figures show that we have 
been able to lend to trade and the public the 
whole of our increased deposits. From a profit- 
earning point of view this is distinctly 
satisfactory. To have bid higher rates in 
order to attract further deposits would have 
profited us nothing. We would have been 
unable to use them in making advances, and 
perforce would have been obliged to employ 
them by increasing our less remunerative 
assets. 


INVESTMENTS 

On the other side of our balance-sheet the 
changes are comparatively slight and self- 
explanatory until we come to our investments. 
Here there is some alteration. In consequence 
of the absorption by the Bank of London and 
South America Limited of the Anglo-South 
American Bank Limited we no longer are the 
majority holders of the shares of the former 
bank, and it ceases therefore to be technically 
a ‘‘ Subsidiary Company,” which, under the 
Companies Act, 1929, we are obliged to show 
as a separate item. 


As we have comparatively small holdings in 
about half a dozen other banks, we thought it 
would add interest to our balance-sheet if we 
set out all these shares in one separate bank- 
ing item, and the figures which you see of 
£3,509,865 5s. lod. represent all our interests 
in these banking items, including the Bank of 
London and South America, at or below the 
market quotations on December 31, 1936. It 
would have been strictly correct to have 
included in this omnibus banking heading our 
holding in Lloyds & National Provincial 
Foreign Bank, as we hold exactly 50 per cent. 
of the capital, but as this bank is a private 
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company with no market quotation for its 
shares, and as it is within 1 per cent. of being 
qualified legally as a subsidiary, we have set 
it out separately as before. The only bank 
which remains technically a subsidiary bank is 
the National Bank of Scotland. 


LOANS AND ADVANCES 


already referred to the increase in 
advances, and i have no doubt 
you will be interested to le arn that the cle aring 
bankers have agreed to publish annually an 
analysis of their overdrafts in accordance with 
the classification set out in Table 8 of the 
Macmillan Committee Report. You will 
remember that we in this bank have already 
done so on more than one occasion and some 
of the other banks have adopted the same 
procedure, but a periodic analysis of the total 
advances of all the clearing banks will no 
doubt be of interest to all those who study 
economics, and may reveal tendencies which 
sometimes it may be useful to note. 


I have 


our loans and 


SIGNS OF INCREASED PROSPERITY 


The year has indeed been an encouraging 
one, in spite of disappointments, tragedies and 
occasional nervous apprehension. We have 
seen improvements in many directions, and 
the buoyancy of trade and Stock Exchange 
securities has withstood the reaction to 
political and other shocks in a way which 
must be considered truly remarkable 


It is not necessary for me to particularise 
the signs of our increased prosperity. 
Wherever you look, even in the depressed 

reas, they are visible, and all the signs, such 
as the figures of employment, the reduced 
amount of unemployment, the increased 
values of commodities, of industrial shares, 
full order books, clearing house, railway, and 
retail sales returns, and the reduced figures of 
bankruptcy and bad debts, all point in the 
same direction. There is this satisfactory 
feature, too, that the fundamental basis of 
good international trade is present. The 
higher prices of primary commodities are 
fulfilling their function of restoring prosperity 
to the countries of primary production, and 
are putting them once more into the position 
of being able to piace orders in industrial 
countries for the secondary products which 
they need. Thus we see the impulse of those 
movements which should result in the general 
interchange of goods between the nations of 
the world for the advantage and profit of all. 


NEED FOR CAUTION 


I wish I could leave the picture there and 
believe that these bright colours would 
necessarily develop in intensity. But it is 
just at such a time when it seems to me it is 
wise to stand back for a moment and survey 
the scene with some cautious criticism, in 
spite of one’s natural inward feelings of 
optimistic expectancy. 


It does not require a very long memory tp 
go back to the end of 1919 or the beginning of 
1920. At that time we were still enjoying 
post-War boom; industry was active and 
prices were high. You will remember ther 
was an outcry in the latter year against the 
high bank rate which had been imposed, and 
the movement to restrict credits which had 
been encouraged. Those wicked people, the 
bankers, it was said, were strangling trade 
and were deliberately destroying the good 
times. 

When I was in Australia two years ag 
exactly the opposite criticism was being levied 


against the banks in that country, without 
as far as I could gather, any foundation 


They were said to have helped to swell the 
boom to an unwieldy size by forcing credits on 
unwilling takers, with the result that the 
subsequent crash had been much greater than 
it otherwise would have been. 


IMPORTANCE OF OUR EXPORT 
TRADE 


There is much which is quite healthy in the 
situation and of good augury for the future 
and the increased purchasing power of the 
primary producing countries is only just 
beginning to show its effects. It is much to 
be hoped that everything which can be done 
will be done to help on international trade, and 
in particular our own export trade, which 
ought to benefit so materially from the 
extension of this movement. 


The tripartite exchange agreement effected 
in September between ourselves, the U.S.A, 
and France raised our hopes that it would 
prove a first and most important step in the 
direction of a greater freedom of movement 
of goods between all nations. Not only wasit 
the first real practical attempt between three 
of the leading nations of the world to obtain 
that co-operation in the economic sphere which 
we are so earnestly anxious to achieve in the 
political, but it was legitimate to hope that it 
would have a highly beneficial effect on th 
general international psychology. 


A less restricted export trade is of the 
highest importance to this country especially 
It is true that we have recovered a greater 
share in this respect than other countries, and 
the value of our export trade in 1936 shows 
an improvement of $75,000,000 as compared 
with 1932, although it is still £288,000,000 less 
than it was in 1929, but it is very necessary 
that the present activity of our internal trade 
— ha make us liable to forget the 

ential importance of retaining our export 
tance Met There is a definite danger that 
this may happen. We are so busy internally 
that many of our trades under the additional 
stimulus of our armament programme art 
working at a 100 per cent. capacity, and it 
such goods as mac hine tools, to mention only 
one, we are unable to meet our own requife- 
ments and are actually importing larg 
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quantitie s, while a shortage of labour has 
induced many manufacturers to scour the 
country to find fresh workmen and women in 
the depressed areas who can be persuaded to 
leave their homes and take up the work which 
is awaiting them in more fortunate parts of the 
country. A curious illustration in terms of 
labour of the phrase ‘‘ Poverty in the 
midst of plenty,’’ which we have so frequently 
used in recent years in reference to goods. 


FUTURE RESPONSIBILITIES 

All these factors seem to me to point to two 
main considerations. In the first place, every 
care must be taken to ensure us against the 
present activ ity of our internal trade degener- 
ating into anything which properly can be 
called a boom. And in the second pl ace, we 
yught to look ahead to that time when two of 
the chief causes of our present internal 
activity have come to an end, our building 
operations and our rearmament programme, 
ind take all possible measures to fill the gap 
with increased foreign trade 

The old weapon, when the pace was becom- 
ing too hot, has been so long kept in its sheath 
that its existence has been almost forgotten, 


and, indeed, higher bank rate and dearer 
money are handicaps to legitimate trade, 
however efficacious they may be in other 


directions, and are inevitably an added 
burden on the Budget. But without this 
ontrol we are dependent on open market, or 
other operations on the part of the authorities 
diminishing or increasing bankers’ cash 
balances, or on individual] action by the banks 
in restricting or increasing advances to 
customers. We have moved a long way from 
the days when control in these matters was 
semi-automatic, and many practical men of 
affairs are becoming more and more aware of a 
new respons a attaching to their actions, 
not merely < sponsibility which they always 
have had to the particular concern which they 
are interested in running, but a responsibility 
tothe whole body politic I do not think that 
this awareness has proceeded very far as yet. 
PRACTICAL STEPS 
we do not concern ourselves 
ver much with theory, but we have a faculty 
for dealing with problems or abuses as they 
ifise. Means have been found to lessen the 
activities of what are known as ‘‘ bucket 
shops,” with every help from the Press, and a 
committee has been appointed to inquire 
further into the matter. Possible weaknesses 
in the Fixed Trust Movement have been the 
subject of inquiry, and a committee appointed 
to investigate the position has already made 
recommendations to safeguard against pos- 
sible abuses. Bankers have shown their 
Willingness to assist in ameliorating our 
unemployed problem by co-operating in the 
‘ormation of the Spe cial Areas Reconstruction 
Association, perhaps with any great 
/pumism 


As a people 


not 


BANKS AND PROSPECTUSES 


Further, they show a stronger sense of 
responsibility to the public by the way in 
which they criticise the contents of a prospec- 
tus appealing for public subscriptions on which 
they are asked to allow their name to appear. 
I know that this bank goes out of its w ay, so 
to speak, to be particularly careful in this 
respect. It is always possible for an ignorant 
member of the public to conclude, if he sees 
the names of a respectable bank and brokers 
on a prospectus, that they are virtual 
guarantees of the success of the enterprise. 
No one, of course, who is familiar with 
business would ever draw this conclusion, and 
he knows that a bank’s name on a prospectus 
merely indicates that the banker has made 
every inquiry into its general bona fides and 
that he is only acting on behalf of the issuing 
house to receive subscriptions. In order to 
prevent any ignorant exaggeration on the 
part of the public of the functions of a bank in 
this connection, it might perhaps be better if 
the name of the bank appeared in a less 
prominent position on a prospectus. 

A further example of a greater orderliness 
in our affairs in the City can be found, I think, 
in the reorganisation under the auspices of the 
Clearing Bankers of the Foreign Exchange 
Committee, which I believe is working very 
satisfactorily under conditions which no one 
can call easy. 


THE FUTURE 

In conclusion, I would suggest that we are 
justified in hoping that our present good 
trade will continue, but that the circumstances 
are such as to render it necessary that we 
should be on our guard against any tendency 
for exaggeration into unhealthy boom-like 
conditions, while at the same time we should 
lose no opportunity of maintaining our 
connections abroad, which will be more than 
ever useful when our internal activity lessens. 

I now beg to move: “ That the report just 
taken as read be received and adopted, and 


that, in accordance with the recommendation 
of the directors therein, a dividend be 
declared for the half-year ended December 





31 last on the paid-up capital of the company 
at the rate of 12 per cent. per annum on the 
‘A’ shares, and at the rate of 5 per cent. 
per annum on the ‘ B’ shares, payable, less 
income-tax, on and after January 30, 1937.” 
(Applause.) 

The resolution was seconded by Sir Austin 


Harris, K.B.E., the deputy chairman, and 
carried. 

The retiring directors were re-elected, and 
Messrs. Price, Waterhouse and Co. were 


re-appointed auditors for the year 1937. 

Votes of thanks to the directors for their 
services during the past year, to the staff for 
their excellent work, and to the chairman for 
presiding, were carried, and the proceedings 
then terminated. 
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NATIONAL PROVINCIAL BANK LIMITED 





COUNTRY’S PROSPERITY 





STEADY GROWTH OF THE 
MR. COLIN F. 

HE annual general meeting of the 
National Provincial Bank Ltd. was 
held on Thursday, January 28, at 

15, Bishopsgate, London, E.C. 
Mr. Colin F. Campbell (the chairman), 
after referring to the losses the Bank had 


sustained by the deaths of Sir Felix Schuster 
and Major G. D. Smith and to the appointment 
of the Right Hon. Lord Aberconway and 
Sir Victor Schuster to the board, said: 

I hope the healthy situation disclosed in the 


figures of our balance-sheet will meet with 
your approval. The largest item—current, 
deposit, and other accounts—has increased 
during the year by over {18,000,000 to 
£320,898,298 rhis figure is a record in our 
history. Coin, bank-notes, : aad balances with 
the Bank of England at over £34,000,000 
amount to 10-7 per cent. of our deposits 
Money at call and short notice shows an 


increase of nearly £4,000,000 and bills dis- 
counted at £44,000,000 are over £4,000,000 up. 

The return to the Bank on these two 
last-named items has again been disappoint- 
ing The Treasury bill rate during 1936 
stood at an average of 11s. 7d. Investments, 
apart from those in associ ited and subsidiary 
banks, decline, compared with the 
previous year’s figure, of nearly /2 


show a 
500,000 


RISE IN ADVANCES 
On the other hand, advances have in- 
creased from #112,000,000 to 4£122,000,000 
This latter figure is 37-9 per cent. of our 
deposits, as compared with 36-9 per cent. at 
the end of 1935 
We have, as in previous years, endeavoured 


to play our part in supporting the financial 
requirements ¢ f our borrowing customers, and 
it has been our great pleasure to see industrial 
concerns which we have supported through 
several years of depression showing evidence 
of a return to a more prosperous state and to 
ncreased financial strength 





The profit statement discloses a net profit 
of £1,770,173, am increase of £104,735 Over 
the previous year. The dividend continues 
at 15 per cent., as before, and after allocating 
{100,000 to bank premises account and 
£200,000 to pension fund, against £100,000 
a year ), there remains to be carried forward 
£970,007, an increase of £48,250 compared 
with the previous year 


CAMPBEL 


L’S ADDRESS 


CONTINUED BUSINESS ACTIVITY 


Looking at the record of our country a 
a whole, we have every reason to be satisfied 
with its work and spirit during the past year 
In spite of being subjected to severe shocks 
and many uncertainties, it has maintained its 
business progress with a calmness that has 
won the admiration of the world and ha 
belied the forecasts of those who have been 
telling us that the present activity is too 
feverish and artificial to last and must bh 
succeeded by early reaction. On the contrary 
many indications show that the rate of 
progress in some departments of business has 
been accelerated during the year and that we 
can look forward with confidence to a con- 
tinuance of this activity. 

The movement and expansion of currency 
the bank clearings, railway traffic returs 
cmployment figures, increases in wages, retail 
trade returns, and the volume of our imports 
all point to a steady growth of our country’s 
income and prospe rity, firmly based on 
well-distributed purchasing power. It is als 
most satisfactory to note that some of the 
industries that were hardest hit by the 
depression have lately shown signs of joining 


in the general recovery. Shipping has 
benefited from the greater movement o 
produce and of raw materials generally 


sht about an increase in the 

The breaking up of old 
vessels has stimulated activity in our 
shipyards. The cotton industry has not only 
been quickened by a larg¢ number of orders 
for Coronation materials but has shown that 
its capacity for export, assisted by the rise 
commodity prices, involving increased pur 
chasing power of its overseas customers, 5 
full of vitality. 

We hope that during the coming yea 
political uncertainties may be less unsettling 
and that the aggressive tendencies of some 0 
our European neighbours may be modified 
It will be the privilege of this country # 
exercise all the influence it possesses in the 
world of business to establish internation 
understanding and intercourse and so takeé 
leading part in the development of the we 
being of all nations. 
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WESTMINSTER BANK 
LIMITED 


DIVIDENDS MAINTAINED 


THE ECONOMIC SITUATION 


PRICES AND MONETARY POLICY 


ADDRESS OF THE HON. RUPERT E. 


BECKETT 


HE annual ordinary general meeting of 
T Westminster Bank Limited was held 

on Wednesday, January 27, at the 
Head Office, Lothbury, E.C. The Hon. 
Rupert E. Beckett (Chairman) presided. 

The Chairman opened his Address with a 
reference to the changes in the Directorate 
that had occurred during 1936. He expressed 
great regret at having to report the death of 
two of the Bank’s senior Directors, Sir 
George Murray and Mr. R. Hugh Tennant, 
both of whom had rendered long and valuable 
service to the bank. He reported with gratifi- 
cation that the Marquess of Willingdon had 
been appointed to the Board. 

THE BANK’S ACCOUNTS 

The steady growth in the credit base since 
1932, greatly accelerated in 1930, had natur- 
ally been reflected in an increase in deposits 
of the banks. The Westminster Bank’s 
deposits had grown during the past year by 
over {45 million to nearly £368 million. 
There had been no proportionate increase 
in the demand for bank advances, and the 
problem of profitably employing these in- 
creased resources had forced the banks to 
enlarge their investment holdings throughout 
the period of credit expansion. For the year 
that had just closed, this increase had not 
been very substantial so far as the West- 
minster Bank was concerned. In comparing 
the Balance Sheet figures for 1936 with those 
for 1935, it would be observed that the in- 
crease of deposits of £45 million was mainly 
distributed, as to £6 million in investments, 
{10$ million in advances to customers, and 
{26¢ million in money at call and short 
notice. The profit for the year amounted to 
41,731,955, am increase of £329,300 on the 
previous year’s declaration, but in 1935 the 
cost of the Centenary bonus to the staff, 
pensioners and widows had been charged to 
the expenses of the Bank, before declaration 
of the profit balance. After payment of the 
dividends at the custom: iry rates, the sum of 
{200,000 had been allocated to the Officers’ 
Pension Fund, and, while in the previous 


year no transfer had been made to Premises 
Account, this year the Board had been enabled 
to resume, by an allocation of £200,000, that 
desirable provision. In 1935 the Centenary 
bonus of 2 per cent. to the holders of partly- 
paid shares had been charged to the Profit 
and Loss Account and the carry-forward had 
been brought below the customary figure, 
but for 1936 the carry-forward was increased 
to £516,936, a balance comparable with 
previous practice. 
THE ECONOMIC SITUATION 

During the past year the pace of recovery 
at home had been fully maintained, and in 
many countries overseas, with whose pros- 
perity our own well-being was so closely bound 
up, conditions of trade and employment had 
shown considerable improvement. Unfor- 
tunately, the political developments of 1936 
had been of a very disturbing nature, and 
international confidence had _ suffered a 
number of serious setbacks. Rearmament had 
continued apace in every country, and though 
this had given a direct fillip to industrial 
activity and employment, it could not have 
failed to retard the growth of confidence 
which was vital to the rehabilitation of 
international trade. The devaluation of the 
French franc and other currencies might yet 
prove to be the turning-point in the course 
of national trade policies. Much more im- 
portant to the world at large than the change 
of policy on the part of the French Govern- 
ment was the tripartite agreement among 


France, the United States and our own 
country to co-operate in maintaining 


exchange equilibrium and in efforts to 
modify trade restrictions, but unfortunately 
there had been little sign, as yet, of definite 
action to this end. 
PROGRESS OF BRITISH INDUSTRY 
There was abundant evidence of rapid pro- 
gress last year in British industry, which had 
derived its main stimulus from the internal 
market. Industrial production had been on 
an appreciably larger scale than in 1935, the 
number of unemployed in Great Britain had 
fallen by some 240,000, and the number of 
workers in employment had grown steadily 
to the record figure of 11,132,000. In addition, 
short time had become much less prevalent, 
wage rates had risen, and industrial disputes 
had been comparatively few and without 
serious consequence. Other statistics indi- 
cated without exception a greater degree of 
prosperity than had been experienced for a 
number of years. The Chairman, after re- 
viewing the progress made by the principal 
industries, remarked upon the decline in the 
ratio between exports and imports. Imports 
had grown considerably, while exports had 
remained almost stationary, with the result 
that the gap between them had widened from 
£275 million to £348 million, an increase 
which could be only partially offset by the 
anticipated larger contribution of our invisible 
exports to the credit side of our national 
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trading accounts. Mr. Beckett analysed the 
causes underlying this development, and con- 
cluded that, although expanding imports 
might be a sign of national prosperity, they 
had to be paid for, and in the long run they 
could not be afforded unless a correspondingly 
increased volume of exports could be sold 
THE RISE OF PRICES 

By far the most important happening in 
the economic sphere during the past year had 
been the sustained rise of commodity prices 
the first considerable rise of prices in this 
country since the low levels associated with 
the depression. Wholesale prices, as meas- 
ured by the Board of Trade, were now some 
10 per cent. higher than they were a year ago, 
and 14} per cent. higher than in July, 1935, 
when the movement began. This was a deve- 
lopment of world-wide extent, for during the 
past twelve months, wholesale prices in 
practically every country of importance had 
7 per cent 


risen by something like 


Che most significant, and at the same time 
the most hopeful, aspect of the rise of prices 
was its incidence on agricultural products, 
which enabled their producers to pay for 
larger imports ot manufactures, and to 
resume or to increase payments of interest 
on their bonds held abroad, which had been 
suspended or seriously reduced In the 
majority of cases, the rise of prices had been 
brought about in the healthiest possible way 

by improvement of the balance between 
supply and demand. Stocks had gradually 
been reduced to more normal proportions, 
current outputs had been brought more into 
accord with tive consumption, and 
the recovery of industry had brought about 
a gradual revival of genuine consumptive de 
mand for nearly every industrial raw material, 
and increased consumption of foodstuffs 
Under combined influences, prices had 
begun to move upward, not hitherto in the 
spectacular manner associated with a boom, 
but in the steady that encouraged a 
further expansion of trade \ rise of prices 
from the recent abnormally low levels con 
ferred undoubted benefits on the community 
is a whole, but danger lay in the liability of 
such a movement to get out of hand 


prospect 


these 


way 


[The Chairman saw no convincing evidence 
that a boom was yet developing. Whilst he 
was sensible of the dangers of an excessive 
rise of prices, he thought that those who 
already advocated steps to check the present 
rise were prematurely apprehensive. Never- 
theless, it was necessary that those in autho- 
rity should keep a watchful eye on the move- 
ment, lest in any _ particular direction 
speculation should its legitimate 
functions 


exceed 


so far seen had been a fairly 
throughout the world, 
proving again that, with countries linked by 
innumerable ties, prosperity and well 
being of the one or the few spread and over 


The recovery 


general experience 


the 


flowed with the same inevitability as did 
depression some years back. But with large 
and important countries still pledged t 
exclude international trade as far as possible 
the rest of the world was denied a full measure 
of recovery 

NECESSITY FOR CHEAP MONE) 

Ominous clouds still overhung the politica 
sphere, but if only these could be dispersed 
this year promised still further trade progres 
for this and other countries. The 
necessity appeared to Mr. Beckett to be the 
continuance of the policy of cheap money 
During the past year, there had been froy 
time to time signs that the supply of credit 
was not quite so plentiful as in recent years 
but nevertheless, we should still be som 
distance from the necessity for dearer rates 
\ tightening-up of credit would apply ; 
brake to business enterprise, and exert an 
adverse psychological effect all round 
Industry and commerce still needed even 
facility open to them to continue their develop- 
ment. 

Not by any means the least factor in our 
progress had been the background of a sound 
budget, and this was of such fundamental 
importance that we must again be prepared 
for sacrifice. So far as possible, the bill for 
armaments should be met out of current 
revenue. Only by a radical improvement in 
our export trade could we hope to make 
further reductions in unemployment, and te 
bring abiding help to those areas whose dire 
needs had so far presented an almost insolubk 


first 


problem. 


THE FUTURE 

\ny attempt to forecast the future trend 
of affairs, save in the most general terms 
would be futile—this because the political 
outlook was unusually obscure, and the future 
more than ever governed by events 
abroad, where we could do no more than 
exercise our influence in the direction of 
peace and sanity There had been little 
amelioration of taritts, quotas and _ other 
restrictions, and we had not been brought 
much nearer to a common denominator it 
the shape of definite parities between this 
country, France and America. Exchange 
equalization funds performed useful service 
but the necessity for them was proof that the 
genuine functions of the various exchange 
were to a great extent still in abeyance. The 
measure of stability already attained amongst 
the chief currencies of the world was the result 
of economic co-operation. Was it too muc! 
to hope that political considerations woul 
not be allowed to stand in the way of a wider 
collaboration, through which alone the 
universal desire for lasting peace and pros- 
perity could be achieved ? 

The Report and Accounts 
mously adopted and other formal busines 
transacted. 
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Some Westminster Branches 


By Professor C. H. Reilly 
GQ Wests discussing the pile of photographs of new 


Westminster branch banks which lies before me, 

I should like to relate some interesting discoveries 
I have made about the selection of architects by the 
great banks for their smaller work. An old and highly 
qualified student of mine, who had had a distinguishe od 
university career in architecture, called to see me the 
other day and told me, rather to my surprise, he was 
temporarily employed in the premises department of one 
of the big banks, not the W estminster. I asked him what 
his colleagues were like and what sort of training they 
had had. He said they were decent fellows but most of 
them had had no training in architecture at all. They 
were largely ex-office boys and bank clerks who had 
drifted into the depé utment and waited there to be 
promoted by seniority till they reached the topmost 
positions, which were called ‘ ‘ building inspectorships. ’ 
In the hierachy of a bank an inspector is a very important 
person. Of these there are about six branch inspectors 
in the country andachief one in London. These building 
inspectors were principal officers of the committees of 
bank directors called ‘‘ the Premises Committees,” and 
were responsible for a vast mass of alterations, repairs, 
and other work to the bank buildings generally, about 
which the public hears little or nothing. Occasionally, 
we have noted from time to time that a branch bank 
will be said to be “‘ designed by the premises department.”’ 
This means it has been designed by one of these building 
inspectors, or by one of his assistants under him. As 
these building inspectors may be, I do not say all are, 
men with no training in design except such as they have 
picked up in the course of ‘their rise from bei ing bank 
clerks or office boys, it is not surprising that the work 
done directly by the various premises departments is 
not better than it is. The strange thing really is that 
it is so good, so often much better than that by the outside 
architects generally employed. Indeed it is usually so. 
What is the explanation of that? Here again my old 
student was able to help me. He said the building 
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inspectors did not choose the outside architects. They 

were chosen by the groups of directors forming the 
premises committee. They neither chose them, nor, 
as we can imagine with the sort of antecedents sketched, 
did these inspectors feel strong enough properly to 
criticize the work of the architects chosen by the directors, 
except in minor points of construction and convenience. 
As works of architecture they had little to say about 
them. I then asked my old friend and student how it 
was that so many unknown architects, so clearly incom- 
petent as designers, got banks to build. He said it was 
just the result of private patronage. Each director would 
have a certain number of architect friends and put them 
forward and neither his co-directors nor the officials 
would object on the grounds of incompetence, for the 
former, even if they realised the incompetence, would want 
in turn to put forward their own friends, and the latter, 
remembering their origin and lack of training and quali- 
fications, would not feel strong enough to do so. 

It is a pretty picture, and a thoroughly English one, 
I suggest, in its mixture of illogicality, kindness, and 
carelessness for the finer issues of art and taste. If true, 
and I cannot help feeling that in the main it must be so, 
it completely accounts for the general low level of design 
reached in our banks, so much below the level reached, 
say, by the senior students in the schools of architecture. 
One knows, of course, it does not apply to the National 
Provincial work, where the bank employs, as a salaried 
officer, a distinguished architect and makes him respon- 
sible for all its new buildings; nor, in the main, to 
the Midland Bank, which gives the majority of its 
commissions to a few selected men. 

Now let us turn to the matter in hand, not thinking, 
I hope, that what I have written applies in any special 
way to these Westminster branches. I do not know and 
cannot say whether it does or not. 

Let us begin with the College Road branch at Great 
Crosby, Liv erpool, by Mr. A. E. Shennan. Knowing 
something of Liverpool I know what a mass of work 
comes out of Mr. Shennan’s office in spite of his immersion 
in local politics as the whip of the dominant party. 
[ know also how varied it is. Here he has had a difficult 
and I suggest an impossible problem set him by the bank. 
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[It was apparently to erect at the right-angle corner of 
two roads of closely-packed two and_three-storeyed 
buildings a one-storeyed bank with a couple of one 
storeyed shops on either side of it. How could such 
low buildings, however carefully designed in themselves, 
make a satisfactory termination to two such streets? 
Neither should the bank, with the civic sense we hope for 
to-day from such an institution, have suggested it, 
nor should the city of Liverpool have passed its plans. 
One would have thought, in these days of flats and 
tenements it would have been easy, as well as a paying 
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irchite [Messrs. James & seresit) 
THE KEYNSHAM BRANCH 


proposition, to have given sufficient mass to the composi- 
tion by adding flats above both the shops and the ‘bank. 
If one can accept, however, this blatant disregard for 
its neighbours, the little one-storey bank is a neatly- 
designed affair in plain brickwork, with no unnecessary 
decoration in the way of columns and cornices. Indeed, 
save for the pleasant use of a coloured coat of arms 
above the entrance door it could hardly be _ plainer. 
As a brick building, too, it 1s wisely allowed to tell its 
own tale with the slight variation in the brickwork 
which naturally comes about when arches, piers and 
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corners have to have specially made bricks. I think 
this would be a very commendable design almost anywhere 
else but where it is placed. The two shops while made 
part of the composition by curved parapets are wisely 
given a broad white fascia to show their separate purposes. 

Our next example, the Keynsham branch of Messrs. 
James and Meredith, is not so happy. Here, an old 
plaster two-storeyed regency building, I take it, has 
had its ground floor removed and a bank storey with 
three round arched windows in stone and two round 


WESTMINSTER BANK LIMITED 
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THE WORCESTER PARK BRANCH 


arched doorways in brick inserted. One can say at once 
the building in the process has been destroyed. The 
placing and spacing of the three upper windows in 
their fine plain field of plaster has not been considered 
at all, or if considered completely disregarded. Instead 
of the breadth, simplicity and dignity to be seen above, 
there is below, not only overcrowding and a change of 
scale and rhythm, but on a small front the piueaaaiiie 
introduction of two new materials, bricks and _ stone. 
One would have thought the premises department could 
at least have prevented some of these many obvious 
faults. 
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The same change of scale occurs in the Worcester 
Park branch by Messrs. F. Wheeler & Son, except that 
in the terrace of modern shops into which this bank 
has been inserted the shops themselves are all too big 
for and difterent in character to the little sash windows 
above and it may be said the bank merely carries on the 
same lines. It does not do that quite. It has tried 
to separate itself from the confectioner’s shop next 
door by an arched and voussoired entrance and a rather 
clumsy panel over it. It is an understandable desire 
but one which might well have been carried out a little 
more simply. The rest of the bank does not err in 
this respect. Indeed, the bank window and door with 
the little sinkings in the stone round them and the cornice 
above are all as neatly and quietly designed as possible. 
On second thoughts I think the more elaborate arched 
entrance and panel over, do not belong to the bank but 
to the terrace of shops. It is a pity they are in plaster 
and painted white. With a magnifying glass it is clear 
the detail is much coarser than that of Messrs. Wheeler 
& Son, to whom I ofter my apologies. 

The Portsmouth, North End branch by Mr. P. V. 
Seward is perhaps the best of the branches submitted 
this time. It has the advantage of being a complete 
building and not an insertion into another building. 
Its chief merit, and a rather rare one in a bank with 
an upper storey of what are presumably living rooms, 
is that the structure has unity. The lower bank storey 
does not fight with the upper domestic one. They agree 
together and make one whole. This is largely brought 
about by the windows of each being not only of the 
same size but of the same type, the only difference being 
that those of the bank wisely have splayed reveals to let 
in as much light as possible. That the bottom ones belong 
to a bank and not to the parlour of a little house is 
| imagine, sufficiently emphasised by the fascia and 
cornice with the bank’s name and sign. One is very 
glad to see the latter hanging out. It must give a touch 
of distinction in what is clearly a rather vulg yar modern 
shopping street. Perhaps the modelling of this building 
is a little too strong, perhaps a little too much has been 
attempted on so small a front. I daresay it would have 
been an improvement to have left out the slight break 
forward of the central windows; the sills of the upper 
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CORRESPONDENT 
BANKS 


A CENTURY’S accumulated experience and con- 
servative progress have qualified the Westminster Bank to 
offer its characteristic services as a London correspondent 


to foreign and colonial business establishments. 


ITS BRANCHES form a wide network extending over 
the whole country, and the services of the entire svstem 
are available to clients abroad, so that with a minimum 
of formality and delay, arrangements can be made for 
the payment of Drafts, Letters of Credit, or Cheques, i: 


any part of the British Isles 


CONVERSELY, with a few unimportant exceptions. 
there is no country in the world possessing a marketable 
currency in which the Westminster Bank does not main 
tain current accounts, through which it can eflect world 


wide transfers of funds with the utmost dispatch 


THE FOREIGN EXCHANGE DEPARTMENT 
is kept in direct touch with the market by means of a 
private telephone exchange of a highly modernized type, 
which ensures that no order or inquiry from abroad is 


held up on account of the congestion of business. 


BANKS OR MERCHANT HOUSES wishing to 
establish a London connexion are invited to communicate 


with the Manager 


WESTMINSTER BANA 


imi 1) 


Foreign Branch Office: 41 Lothbury, London, £.C.2 
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windows are, too, perhaps a little coarse. Nevertheless 
this is a sturdy little building as a bank should be, with 
plenty of character and without too much unnecessary 
dressing up. 
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THE PORTSMOUTH, NORTH END BRANCH 


In comparison with the above the Shentield and 
Hutton branch by Mr. P. H. White in its modern Tudor 
dress looks very weak. Note how the doorway has been 
stretched up to the level of the top of the windows so 
that it and they can all be included under one long 
extremely tenuous drip mould and how the stretched up 
doorway nevertheless has the traditional little triangular 
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aa ACCOUNTING & BILLING 


MACHINES 

With abbreviated or full typewritten 
description ; Great variety of 
models some all-purpose, some 
specialised . . Minimum of opera- 


tions, maximum of automatic features 
Also desk model bookkeeping 


machines for small businesses. 


(ADDING-CALCULAT ORS) 
Thirty different models . . . For rapid 
adding, subtracting, multiplying and 
dividing when a printed record is not 
required See the new Electrii 
Duplex Model. 


n NON-LISTING MACHINES 


€) DESK ADDING-LISTING 


MACHINES 

Simple, speedy, compact, portable . . 
90 different styles . . . Hand or elec- 
trically operated . Six, eight, ten 
columns capacities . Can be used by 


anyone after a few minutes’ practice. 


STATISTICAL MACHINES 
All analysis and tabulating work per- 
formed with utmost speed, accuracy 
and economy . . . Wide selection of 
styles and methods. 


ELECTRIC CARRIAGE TYPE- 
WRITERS 
Operated entirely from keyboard . 
Less fatigue, better work, greater pro- 
duction... special models for variou 
kinds of work 


BURROUGHS ADDING MACHINE Ltd. 
136, Regent Street, London, W.1. 


Telephone: Regent 706! (Private Branch Exct ange) 





Burroughs 
Modern Machines 


BURROUGHS MANUFACTURE A COMPLETE RANGE OF MACHINES - 450 DIFFERENT MODELS, 
ADDING MACHINES - STATISTICAL MACHINES - 


2,000 FEATURES - ACCOUNTING MACHINES - 


TYPEWRITER BOOKKEEPING MACHINES - CALCULATING MACHINES 
MACHINES - ELECTRIC CARRIAGE TYPEWRITERS - CORRECT POSTURE CHAIRS 





CASH REGISTERING 
* SUPPLIES 
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panels filled with minute carving suitable to a Tudor 
chimney-piece if such forgeries are to be made to-day. 
Otherwise of course, in mass and general outline and apart 
from its fancy dress, this is a plain and well-lit little 
branch. 

Another branch of the same kind but with a curved 
bay window, which has somehow been obtained over the 
foot pavement, is the Cowley one by Mr. G. T. Gardner. 
I do not understand why these imitation Tudor banks 
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THE SHENFIELD AND HUTTON BRANCH 


are being built to-day, unless it is to make the inhabitants 
of the imitation Tudor villas in the roads nearby feel 
at home in them. One can excuse a Georgian bank 
by saying our methods of life in our houses are much the 
same as they were in Georgian days and since then until 
the contemporary modern work came into existence there 
has not been any really living style. But what is the 
excuse for a Tudor one? Why not a Norman or a Saxon 
one? I do not understand it and especially in a street 
with great plate glass shop windows like Mr. Smart’s next 
door. Ah! I have it. This is Cowley near Oxford. , 





*@ 
FOREIGN EXCHANGE | 
AND FOREIGN BILLS 


IN THEORY AND IN PRACTICE 
* 


By William F. Spalding, Fellow and 


Member of the Council of the Institute 
of Bankers, etc., etc. Completely revised 
and brought up to date, with two new 
chapters 


added. The author treats 
the subject in a thoroughly sound and 
practical manner and his lucid expla- 
nations of the methods of working, and 
of the various problems which arise, will 
prove invaluable to bankers and students. 


Tenth Edition. 336 pages. 106 net. 
(11 - by post). 
** Of great value to all those studying the 
foreign exchange market or connected 
with it in any capacity." THE BANKER'S 
MAGAZINE. 


Of a bookseller or direct from 


PITMAN 


Parker Street, Kingsway, W.C.2 








10th Edition Price 5s. net. 


THE A.B.C. OF THE 
FOREIGN EXCHANGES 


A Practical Guide 
By GEORGE CLARE and 
NORMAN CRUMP 


Thoroughly revised and largely rewritten. 


LONDON: MACMILLAN & CO., LTD. 











Business 


Opportunities 


SOUTH 
AFRICA 


|. none and industrial 

communities the world over 
are beginning to realise that 
South African development and 
expansion are opening up vast 
new markets. 


There is nothing so good as 
seeing for yourself. Take a 
combined business with pleasure 
trip and assess the possibilities 
from your own observations. A 
ready welcome and many valu- 
able contacts await you. 

Not the least attractive aspect 
of this visit is the voyage itself 

133 (or 163) days in sunny 
weather on a luxurious ship 

and few fail to get a thrill 
from a trip through the Kruger 
National Park, the world’s largest 
natural Game Reserve. 

Consult your Travel Agent or 
write tothe Tourist Bureau, South 
Africa House, London,W.C.2, for 
descriptive brochures of Southern 


Africa. 





Established 


A. M. BONNER, L™: 


30 LIME ST. and 






7 BLOMFIELD ST. 


LONDON, E.C.3 Ps LONDON, E.C.2 
Tel. : 8 M Tel. : 
Shadon House RU B A London Wall 
0794 1960 





DATING STAMPS, 
ENDORSING INKS AND 
SELF-INKING PADS 


AUTOMATIC NUMBERING AND 
DATING MACHINES, COMPANY 
SEALS, GENERAL ENGRAVERS 


URGENT ORDERS 


A Speciality 
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Oxtord and the Cowley Fathers. I suppose this branch 
with its mullioncd windows is meant as a subtle compli 
ment to both. How brazen and modern Mr. Smart 
must now feel ! 

[f at Cowley the tender conscience of the bank, in 
spite of Lord Nufheld making his Morris cars close by, 
called tor leaded lights and mullioned windows next to 
plate glass shop fronts, one would have thought that the 
romantic Burgess or Ruskinian Gothic buildings at Hamp- 
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THE COWLEY BRANCH 


stead would have called for something similar when a bank 
was being introduced into the very heart of it. But no, 
here Messrs. Wheat and Luker have cut away the base of 
the building and inserted a nice little clean classical bank 
with its pilasters, cornices and all. Of its kind it appears 
to be very well done but it is certainly a little unkind to 
the building above it. Whatisthe explanation? Isit that 
we are a sentimental people, even including bank directors, 
and that we go all medieval and religious when the idea 
of Oxford and the Cowley Fathers enters our heads but 
become materialistic and ordinary when the result of the 
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She used to be 
comfortably off 


VERY year illness or accident leaves 
thousands of families to face the 
world alone. In miost cases they are not 
well provided for. £1,000 seems a goodly 
sum to leave behind but when wisely in- 
vested it will not furnish much more than 
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10’- a week. Few men are ina position to put 
aside money enough to maintain their de- 
pendants ata satisfactory standard of living 
in the event of death. 
your family and to yourself that you 
place this burden on broader shoulders 


It is only fair to 


Consider the 


“SAFEGUARD” 


PLAN 


which provides a guaranteed income of £3, £6 or £9 per week tax free for 
a period of years after your death and a cash sum, if desired, when the 


income commences. 


When the annual income ceases a cash payment 
of £1,000, £2,000 or £3,000 is made. 


If you survive the period of your 


family responsibilities it can be arranged for the cash sum to be payable 
to you. An enquiry for full details and for an illustration suited to your 


own circumstances will cost you nothing ; 


rest assured you will incur no 


obligation by doing so. 


Special terms are granted to Bank Officials. 


LEGAL & GENERAL ASSURANCE SOCIETY LTD. 


HEAD OFFICE: 10 FLEET 
Established 1836 


General Manager: W. 


CANADA'S PROGRESSIVE 
LIFE OFFICE 


COMPARE 
THESE 
FIGURES 


Age 30. Premium per £1000 
£15-16-0 


Guaran’eed Surrender 
Value at end of 10 years 


£117 -0-0 


i ated 
Age 40. Premium per £1000 


FOR A £22-10-0 
WHOLE LIFE 
POLICY 
WITHOUT 


PROFITS 


For further information apply to the Manager, 


W. Malcolm Mungavin: 


CROWN LIFE 
INSURANCE COMPANY 


pora nada th i Liability) 


Guaranteed Surrender 
Value at end of 10 years 


£168-0-0 


1-24, Cockspur St., veniee. S.W.4 
Chief Office for the British Isles. 
Telephone: Whitehall 3552. 


STREET, 


LONDON, E.C.4. 


Assets exceed £36,000,000 


A. Workman, F.1L.A. 


Basic Facts about the 


CANADA LIFE 


1936 


£9,648,900 
£8,063,000 
£5,431 ,600 
£51,886,200 


sOth YEAR 


NEW BUSINESS 
RECEIPTS 
PAYMENTS 
ASSETS 


(Including special reserves 
and undivided surplus 
totalling) 


£1,870,600 


‘Safety and Stability are, first and 
foremost, the Keynotes of our 


traditional policy’ 


CANADA LIFE 


Assurance Company 


Incorporated in Canada as a Limited Liability 
Company 


ESTABLISHED 1847 


Chief Office 


for the British Isles: 
2 ST. JAMES’S SQUARE, LONDON, S.W.1 
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Tractarian movement on architecture is before our eyes ? 
Of its time and kind this Hampstead building was a 
good one and of its kind this little bank, which has been 
inserted into it, is good too, but could any two types be 
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THE HAMPSTEAD HEATH BRANCH 


more different or less sympathetic to one another ? 
It all comes of dressing up. One has often noticed at a 
fancy dress dance how incongruous to one another are 
most of the costumes. 





